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Preface. 
The purpose of this thesis is twofo lU , narnely, 
{1) to show the need of a proper outlet for accumula ted 
wealth, and (2) to show in vb .at manner life insurance 
answers this need. 
Part one indicates the relation existing be-
tween risk and life insurance, and how the latter attempts 
to meet risk and overcome its disadvantages. This is 
i mportant because every phase of our economic and social 
life is confronted with the question of risk, and whet her 
or not some course of action may be taken without incur-
ring too great a danger from the element of risk. Risk 
affects what is contemplated as well as what ha s been 
accomplished. Therefore any satisfactory answer to the 
problem of risk is a stepping stone in the matter of 
wealth conservation. 
Wealth conservation and risk have come through 
the centuries 'hand-in-hand'. They pertain to our in-
tangible wealth as much as to our tangible. Therefore, 
in part two, we have pointed out the great values that 
lie in our intangible wealth, and how it is that their 
conservation by life insurance is a wise and judicious 
i nvestment on the part of society. Such intangibles as 
family values, the individual, leadership, credit and 
good-will have been ext r emely impor tant in the progress 
made by our world. In fact, the absence of any one of 
1. 
the s e intangibles would retard our develppment immeasur-
ably. 
It is in part three however that we bring out 
very definitely the utility of life insurance for invest-
ment purposes~ Section one is devoted to an analysis 
of the investment problem with emphasis laid on those 
features that are common to both life insurance and in-
vestment as the term is used ordinarily, while section 
two attempts to show that the problem of wealth disin-
tegration is answered best by the use of life insurance 
as an investment. Our charts in section three point out 
in dollars and cents, for definite periods of time,the 
advantages of life insurance investment over those of 
other conservative forms of investment. Several forms 
of contract have been selected. In addition to those 
drawn up and presented by the writer, access was made 
to the drawings and materail presented by John P. Davies, 
in his book "An Insured Investment". 
"Where specific data have been given for my use, 
acknowledgment of the same is made in the taxt, but I 
wish to t ake this occasion to express my appreciation ~or 
being allowed to use the facts." 
2. 
Introduction. 
The keynote to happiness in this world of ours 
is -the ability of mankind to support itself, and to lay 
aside for future use some of the things produced now 
which are in excess of present day needs. These things 
include commodities, and all forms of economic goods 
whose surplus can be utilized to greater advant age to-
morrow than if it were consumed today. 
This surplus that the industrious and the more 
fortunate have been able to lay as:iide, become the capi-
tal goods that takes care of them during the l ean years 
and periods of industrial inactivity, and it is this 
surplus that gives the individual more time and greater 
leisure in which to pursue other lines of endeavor. It 
givew him time to think, and to plan ways and devices for 
his own comfort and the ultimate improvement of his liv-
ing co nditions. He secures leisure and the freedom from 
worry. He can enjoy the good things that come from his 
store of wealth. And these conveniences are his when 
others may be troubled by the scarcity of life's essen-
tial goods, and hard pressed by the sudden bareness of 
the soil or the stagnation in business enterprise. 
By means of this surplus, men have lessened the 
time consumed in the production of economic goods, and 
at the same time they have increased the output from the 
.. 
hands ·of labor with less working hours than were formerly 
required in the process of manufact.ure. Whether or not 
this surplus is the rightful property of the individual 
whose ideas and initiative made possible the savings and 
accumulation of the property, or whether it belongs to 
society, is a question that will not be answered in this 
thesis. But the problem of conserving this wealth to 
the best advantage of the individual and society is the 
question confronts us throughout the following pages. 
Among the benefits that adhere to the i ndividu-
al, the family, t he employee, and to society by the con-
servation of wealth, are those tha t come from a continua-
tion of the activity that made the wealth possible. This 
is true in any business that has successfully been able 
to merchandise its goods and lay aside capit a l and surplus 
for the uninterrupted service of the enterprise during 
all periods of business cycles. Capital of this nature 
is necessary to protect the investment in t~e enterprise 
and to guard the interests of all connected with the 
success of the business. When industry is at a standstill, 
it is the marginal producer and the marginal distributor 
who suffer hardship and losses, and with them are the 
employees and those who have extended credit. Investments 
are jeopardized, and the economic loss is ultimately 
society's loss. The death of the business manager does 
not give the estate the social right to cancel then and 
4. 
there the rights of the people connected with the con-
cern, and unless these rights are guard and their value 
conserved, the final loss to society will be greater than 
if the business were to cease operations. In other words, 
the activity in connection with a business enterprise 
affects the question of nationa l wealth as much as does 
t he material value of the assets ~n the business that 
ma kes wealth possible. A combination of successful man-
ag ement and a store of material wealth accessible for 
use make true national wealth. 
Wealth then includes not only the exitence of 
physical property itself, but also, it includes the ac-
tivities and the efforts on the part of bf energetic men 
that promote successful business, which is inclusive of 
the work that men do in common that binds them to a com-
mon cause.(l) As stated by the economist, (2) wealth 
consists of a collection of economic goods and services, 
and the wealthy nation is the one tha t has cownand over 
a great number of goods and services. (2 ) 
(1) For a thorough explanation of the term wealth, 
Henry R. Saeger, "Principles of .f!:conomics," third edition, 
revised, Henry Holt and Company , 1923, who gives a summary, 
more or less, of the definitions formulated by well known 
economists. .l!'rank William Tausig, "Principles of Economics" 
third edition, revised, New York, 'l' he Macmillan Company, 
1924, whose comments and ideas are his ovm, well placed, 
strongly individualistic and clearly illustrated. Also 
. Lionel D. Edie, "Economics, Principles and lrobl~ms",fourth 
edition, revised, New York, Thomas Y. Crowell Company, 
1926. A very modern and up to date text on the subject, 
complete with many illustrations. H. G. Wells, "What is 
5. 
Incidental to the successful business, but very 
important, are certain allied assets that have the quali-
ty of becoming depreciated in value just as soon as the 
owners or managers disassociate themselves from the busi-
ness. These assets include good-will and credit. Both 
of them are valuable assets of any business and are in-
tegral parts of the wealth that a man builds with a suc-
cessful enterprise. (3} 
Industrious men with foresight, and those who 
are capable and thoughful, have profited by their own 
(1} Con't.- Property". The Boston Globe Newspaper, 
January 26, 1932. A .syndicated article with a viewpoint 
on the question of wealth and its meaning that is limited 
but interesting. 
(2) Richard Feier, ffElements of ~conomics", 1930, 
College Entrance Book Co., Inc., New York. A summary 
of definitions and brief explanation of economic terms. 
This reference is used because of its conciseness and 
accessibility of information 
(3) Guy Morrison Walker, "The Things that _ are 
Caesers", published by .A.L. Fowle Co., 61 Broadway, New 
York City, 1922. 
The entire text is very interesting reading. 
It provides a student with additional thought matter on 
the question of wealth accumulation, the justification 
of huge fortunes and large incomes, and it shows in 
what manner society is benefited by such accumulations 
of money. 
The b~ok is rich in argument against the theory 
of the socialist. 
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experiences and those of their predecessors in leanning 
that the accumulation of wealth is the necessary adjunct 
to happiness, and even better than individual happiness, 
the welfare of the group by the alleviation from poverty 
and the possible elimination of the discomfort and the 
misery that comes from dependence only on the seasonal 
productivity of the soil, or from the half-hearted and 
tardy contri-butions from people who have more than their 
i mmediate needs • . 
Savings and accumulations of wealth are neces-
sary, but few men avail themselves of the opportunity to 
lay aside from their surplus earnings, a portion that may 
be used at a future date. It remains for a small fraction 
of all people, estimated at about five percent, to conserve 
their resources so as to be prepared for the opportunities 
that come to those with capital and wealth. Ye t it is 
this five perc ent, who by their industry and thrift have 
made pos s ible the great progress of our commercial world 
and who have made possible the· advantages of . our present 
social order. Wealth has made possi ble the massive pro-
duction of goods and the lowering of price~ so that even 
the poorest of people today can have the ordinary comforts 
that were luxUries to the richest of men less than one 
hundred years ao. In addition to the industrial progress 
and the improvement in the standard of living that they 
have made possible for us, the rich have been the source of 
7. 
charity and the mainspring of our educational system. 
They have prdlvided us with facilities for ourwelfare be-
yond the wildest dream of the socialist of a century ago, 
Today these benefits and comforts that we use and accept 
in such a matter of fact way, are on such a high level 
in comparison to the standards set up in other countries, 
that they excite the admiration and envy of all others. 
Experience, therefore, drives homea truth that wealth is 
necessary for social progress. But to have wealth, it 
is necessary to conserve resources with the idea that they 
may be used another day to greater advantage. Conserva-
tion applies as well to the need of accumulating business 
profits, and just as well to the idea that there can be 
conservation of wealth by the material and moral assis-
tance that one individual gives another, or what passes 
from one individual to the group. 
Unfortunately there is about us the destruction 
and waste of wealth. In many cases it is due to the lack 
of facilities for the proper care ~nd conservation of 
this wealth, especially in the case of the small group 
of people who actually attempt to save. We have estimated 
that they are but five percent of all workers who have 
an opportunity to lay aside a part of their surplus earn-
ings. But in the case of the remaining ninety-five percent 
of the people, the failure to accumulate or save is the 
s. 
result, either of indifference and ignorance as to the 
best method, such as unwise investment, or thetr desire 
to live beyond their income. (4) 
To the problem of wise investment and wealth 
conservation, we contribute the following facts. 
9. 
PART 
I. 
Risk, Insurance and Investment. 
1. Risk. 
1. RISK. 
The Meaning of Risk. 
The nature of risk in our economic life that 
has to do with the possible destruction of wealth is 
principally that of pure risk or the chance that life 
and property values will suffer a loss or i mpairment as 
the result of the occurrence of some future unavoidable 
event, such as physical impairment in the case of life 
values because of accident to the individual, or disabili-
ty that precludes the person from working, or from fur-
ther contribution to the income of the family or welfare 
of the community. Risk in the case of property values, 
as used here, would be the destruction by fire. This 
is also an example of pure risk. 
There are other forms of risks. Their termi-
nology varies according to the conception and opinion of 
the author who uses them. Speculative risks may signi-
fy the chance of profit or loss in a business venture, 
one of the two chances, profit or loss, being bound to 
occur. Adventures of a gambling natu.re demonstrate this 1 
type of risk. (1) 
(1) Patterson and Scholz, "Economic Problems of 
Modern Life", page 98, McGraw-Hill Book Co., New York., 
1930, and the article by 
Irving Fisher, "Elimination of Risk", reprinted 
from pages 288-300, in his work, "The Nature of Capital 
and Income", 1906, published by Macmillan Co., New York 
edited by Lester W. Zartman and William H. Price in 
10. 
In general, however, the term risk simply in-
dicates the chance or possibility of loss by result of 
the occurrence of some unavoidable future event, and the 
term includes in its meaning an uncertainty as to the 
extent of the loss when the event takes place. (2} 
Every business transaction incurs the element 
of risk, but the degree of uncertainty varies only in 
so far as business men have been able to profit by past 
experience and thus be able to foresee the event and to 
some extent, anticipate the consequence. Society in its 
defelopment has prepared itself against the element of 
risk and protected itself against loss to any one indi-
vidual or small group of people by distributing the ele-
ments and dangers of risk to a large number of people 
in the form of insurance. Actuaries working in behalf 
of business men and the social group have evolved certain 
mathematical laws from the occurrence and reoccurrence 
of events that enable society to predetermine the fre-
quency of an event, and consequently, to reduce the amount 
of loss to a minimum at the time the event takes place.(3} 
(l) Con't.- "Yale Readings in Insurance", 1923, 
Yale University Press, New Haven, Conn. For texts 
devoted entirely to subject matter of risks and for de-
tailed reference, see "Theory of Risk and Insurance" 
by A.H. Willett and "Risk and Risk Bearing" by c.;.o. Hardy. 
(2) Albert H. Mowbray, "Insurance", Chapter I, 
First ~dition, 1930, McGraw, Hill Book, Company, New York. 
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Society's burden in the matter of risk is the 
loss it suffers by the destruction of wealth. This loss 
includes nonproductive capital or its thoughtless expen-
diture, and the dissipation of savings or the waste 
brought about by inefficient or corrupt management of 
business affairs. Hisk in busin ess includes lost produc-
tion due to labor troubles, or the waste tha t comes from 
i nterrupted and restricted trade. On this point, it 
has been estimated that of the waste in industry, about 
84% is attributable to mismanagement and approximately 
16/o to labor. ( 4) 1r he burden of risk includes t he cost 
of maintaining protection for the wealth represented by 
economic goods, or the cost of m~intaining the organiza- . 
tions that make possible the dist~ibution of risk. 
Although the damage from the occurrence of an 
event may be more or less expected, the loss to society 
is no less than if the event had been unforeseen. The 
benefit fro m foresi ght lies in the fact that the harm 
that follows the loss is minimized as much as possible 
to the greatest number of people, since the expectat ion 
o~ loss has been fully realized and anticipated. 
( 3) Ibid. 
( 4) John .l!.:mmett Kirshman, "Principles of Investment" ·, 
pages 38-39, published 1926, Mcgraw-Hill Book Company, 
New York. 
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Society does not avoid the burden of risk by 
ignoring its responsibilities, as has been its practice 
in the past. It suffers the consequences involuntarily 
unless it willingly assumes the risk. The loss to any 
individual or to the community by fire or other unfor-
tunate disaster creates a social loss equal to the eco-
nomic loss to the particular i ndivudual or community. 
Misery in any form, or poverty, or a lowering of the 
standard of living in any one locality affects others, 
and society pays a premium for the misfortune. The 
cessation of production in the affected area reduces 
the amount of available goods, and increases the price. 
~iunds raised to help the unfortunate may be charged to 
charity but it is part of the premium paid. Those thrown 
out of employment in ope place increase the problem of 
unemployment in other cities. ~conomic g oods required 
to rebuild and to replace the destroyed property de-
creases the amount available for ordinary co~nercial 
needs, thus limiting the supply and increasing the cost. 
Hisk avoidance is a requisite that applies to 
the individual as well as it d oes to the group. A man 
is extremely ill-advised who attempts the hazardous un-
dertaking without the assurance that his chance of loss 
is reduced to a minimum. He is illogical if he believew 
that he himself carries the burden. His loss is an ex- · 
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pense to everyone, even though he alone suffers direct-
ly and immediately from the occurrence of the catastro-
phe. If society does not provide him an opportunity for 
the distribution of pure risk to those who are likewise 
burdened, then the individual is under a heavy obliga-
tion at great expense to attempt the safeguard of his 
business ventures by insurance or resei?"ves of his own. 
In the latter case, the r~serves are limited in their 
economic use because they must always be in liquid shape 
to meet the emergency when misfortune falls his way. If 
he uses the reserve he has set up for the affairs of his 
business, or ties-up the fund in any way that makes it 
non-liquid, he may as well be unprepared and not carry 
the reserve, since the amount predetermined as necessary 
is found to be only partly available. If the risk is 
so great that he cannot afford to lay aside the necessary 
amount, he is forced to limit his commercial activities, 
or assume the risks with all their attending evils. 
The elements of risk are the components of the 
term that signify the dangers and the uncertainties 
that exist in preventing the fulfillment of any plan 
or action. Preservation or even conservation of the 
things we hold dear is impossible except to a limited 
degree. Such things as life, health or wealth in any 
form remain in a precarious position, since no man is 
14. 
able to discern or forestall the new dangers that spring-
up continuously to take them away or dissipate their use-
fulness. 
Risk confronts the individual in two forms. 
The subjective which is used in the sense of taking a 
risk, and the objective, used in preference to the other 
and more gene r ally accepted, to indicate "some condition 
of the extennal world" (5) that causes an uncertainty 
as to the outcome of an event. 
In the objective meaning, the elements of risk 
include the terms probability, as in the case of possible 
death the older a person becomes; and the term uncertain-
ty, which diminishes the older a person becomes and the 
closer he approaches the certainty of death. In the 
case of death, there is no uncertainty, because every-
one dies, but there is uncert a inty as to when the unde-
sired event will take place. Therefore, risk "varies 
with the uncertainty and not with the degree of proba-
bility". (6) 
(5) Allan H. Willett, "The Theory of Risk", re-
printed in "Yale Reading s in Insurance", published by 
Lester W. Zartman, and William H. Price, which was 
reprinted by them from pages 25-34 of the "Economic 
Theory of Risk and Insurance", Columbia University 
Press, New York. 
( 6) Ibid. , page 37. 
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But it has been probed by statistical study 
and by careful observation that the probable variation 
in losses suffered in a given number of cases can be de-
termined and that the variation decreases as the number 
of cases i ncrease. r.rhis fact a lone serves to disting-
uish for society between the losses that occur from cer-
tain events and those created by the uncertain. By 
being prepared or guarded against the uncertain element, 
society benefits itself. The net result is that we are 
able to foresee the occurrence of an exact number of 
losses each year, and that the "area of uncertainty" (7) 
or the lack of information as to exact amount of loss 
by the occurrence of these events decreases as society 
is able to i ncrease the number of cases that are involv-
ed and that are able to receive the benefits by mutual 
protection. 
~herefore the problem of avoiding risks becomes 
the problem of find the best method for meeting the risk. 
We know that man's conduct toward his business affairs 
changes if he can tell in advance his chance of loss 
by the happening of an undesired event, but that his 
conduct toward these same affairs of business undergoes 
a complete psychological modification if he feels that 
he is taking a gambling chance on the event not affect-
ing him and that the loss will not be severe. 
( 7) Ibid. 
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The problem of safeguarding business ventures 
becomes one of acknowledgment of the factors concern ed 
with risk, and the taking of precautions by the only 
known method in order that the degree of loss to any 
one individual will be felt as little as possible. So-
ciety cannot prevent loss, but it can definitely foresee 
and provide for its consequence. 
17. 
Avoiding Risk. 
Larger concerns are also handicapped if they 
desire to provide their own insurance. The number of 
cases upon which they may•calculate their risk is usual-
ly insufficient for a high degree of accuracy, Further 
thetr resources may be inadequate for the risk involved. 
In their position, the degree of risk is as important 
as the pr~bability of risk is to the small firm. 
It has been proved by the law of large numbers 
and by the principle of mass stability that there is a 
tendency to regularity in the occurrence of risk, such that 
it may be calculated, and accurately anticipated before 
the loss occurs. It is possible, therefore, to co~ner­
cialize risk, and to have cooperative risk-carrying or-
ganizations, or better .still, professional risk carriers, 
who have the resources and the experience to give the 
small business the same benefits of insurance portec-
tion that are available to the largest organization; or 
to the poorest lives as well as to the richest. ~ear 
and apprehension of risk are wiped away from the minds 
of those facing the dangers of risk; insurance thus 
absterges the mind ~f fear by passing the dangers of 
risk from the i ndividual to the group. ( 8) 
(80 Referring to reference (5) 
. 18. 
Business opportunities that would have to be 
foregone because of the risk, can be undertaken with 
the greatest i mpunity because of insurance. Society, 
as a consequence, gains since the limitation to enter-
prise has been removed and because increased industrial 
activity is not 'curtailled'. 
Risk elimination is a problem that faces every 
business man, and as often as it has been encountered, 
it still remains answered unsatisfactorily. Some attempt 
has been made in large organizations,that experience a 
definite and certain loss each year from regular but un-
desired events, to anticipate the loss by writing it off 
as expense. Smaller concersn that expect the loss to 
occur but are handicapped by not knowing ho w often the 
loss may be expect ed or the extent of the damage, seek 
to protect themselves by pooling the risks with others, 
or by setting up a reserve in anticipation of the event. 
But self-insurance has its limitations. One of 
the greates t drawbacks to this method lies in the fact 
that it is an i mpractical procedure for the small con-
cern, and ver~ often an impossible one. Likewise, it 
is considered a dangerous policy. An executive may be 
influenced to believe that becaus e there were extraor-
dinary losses in previous years from unexpected events, 
it might be reasonable to believe that the losses for the 
19. 
next few years might be small. But risk does not neces-
sarily operate in such a fashion, and one loss may bank-
rupt the concern. 
Insurance, as will be pointed out in a later 
section, calls for a high degree of specialized skill, 
ability and keeness~ accuracy of statistical date and 
long experience by those who offer protection against 
I 
risk. Business men can not,therefore, feel that they 
I 
are qualified to insure their business against risk by 
I 
self-insurance, and :that these matters should be left 
to the specialist. (9) 
As stated, it is possible to safeguard business 
ventures from the element of risk within certain limits. 
~his method for pro~ection is in ascertaining beforehand 
and as accurately as possible, the chances for loss, 
I 
the probability of loss, the degree involved and that 
I 
! 
which is expected, ~nd by parcelling out the risk among 
many so that the dangers will pass from the individual 
I 
I to all insured members of the group. 
( 9 ) Ibid. 
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2. Insurance Vs. Risk. 
The Meaning o£ Life Insurance. 
To determine the meaning of life insurance is 
to set u.p the limits of services to which it is confin-
ed. Life Insurance companies base their calculations 
for risk upon the use of scientific acturial tables 
which provide a means for the predetermination of the 
frequency in occurrence of undesired events.that mean 
a loss to risk-bearers. 
Life insurance provides a way whereby risk-
bearers can by mutual agreement, distribute the burden 
of risk from one person to many, thus minimizing the 
danger of loss occurring to anyone person and at the 
same time indemnifying those who suffer from the risk. 
It provides a systematic method for the reduction in the 
amount of waste that goes on in society because of the 
lack of proper protection against the loss. 1mch of 
this conservation comes from efforts on the part of 
life insurance companies because it is to their finan-
cial interest to maintain insurance losses as low as 
poss i ble and to keep costs of operation to a minimum. 
Generally, the benefits that adhere to society 
from life insurance come from the widespread conservation 
and integration of economic values, while in the individ-
ual case, the fortune is improved in the degree that the 
individual is reimbursed for his loss. 
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Life insurance activities are therefore con-
fined to the task of organizang and managing the econom-
ic value of human lives to the best advantage of the 
individual and society. This mission, referred to in 
a broad sense, is a protection "against the total and 
presumably permanent loss of current earning capacity, 
when that loss is occasioned by the physical destruc-
tion (the economic death) of the life insured." (1) 
Huebner refers to life insurance (2) from the 
community standpoint as "that social device for making 
accumulations to meet uncertain losses through prema-
ture death which is carried out through the transfer of 
the risks of many individuals to one person or a group 
of persons. n ( 3) 
(1) SolomonS. Huebner, "The Economics of Life 
Insurance", Chapter I, D. Appleton and Company, New York, 
1929. 
(2) Definitions and brief explanation are offered by 
W.F. Gephart, "Principles of Insurance, Volume I, pages 
3-4, Macmillan Company, New York, 1917. 
(3) Solomons. Huebner, "Life Insurance", page 1, 
D. Appleton and Company, New York, 1928; in which he 
refers to Allan H. Willett, "The Economic Theory of Risk 
and Insurance~ page 106. 
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The Uses of Life Insurance. 
The purpose of life insurance is principally 
for family protection in that it serves to guarw1tee the 
family a continuation of the income produced by the wage 
earner when a misfortune occurs preventing the worker 
from further contribution to the family's fin:a.ncial 
needs. 
Its operation is not dissimilar fnom that of 
fire insurance wherein the home and business properties 
are protected from capital loss caused by fire. Yet 
human lives are more valuable than property values. In-
surance that protedts ;ihei~ worth is not as i mportant 
as insurance on the lives that created the property. 
Buildings ru1d homes are insured not for their income 
earning capacity but on a basis of replacement cost 
or cost of construction and in a like manner human lives 
should be insured. A person earning $ 5,000. 00 a year 
has a capitalized value at 5% of $100,000. and insur-
ance of this runount should be carried on his life. If 
he carries but $5,000.00 insurance, he makes possible 
an income of but $5.00 a week, which is of course pre-
posterous and absurd for any family that has become 
accusomted to living on an income of ~5,000.00 a year. (1) 
(1) Calculations are based here on a five percent rate. 
Five dollars a week is a close approximation. 
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The insurance carried by an individual should be an 
amount commensurate with his earning power. 
Just as finance companies are incorporated for 
the purpose of carrying on and improving property val-
ues, in such a manner are human lives having their values 
incorporated. The means for accomplishing this service 
to society is in our present formof life insurance manage-
ment which regulates the machinery of life insurance 
operation. With counsel of experienced financiers, the 
insurance officials prescribe the channels through which 
the funds shall be ministered. The assiduity they apply 
to the principles of life insurance administration, makes 
their companies a safe place for the capitalization of 
life values and a convenient but very sure source of 
payment for the beneficiaries of the insured. Life 
insurance policies create estates for the insured and 
perpetuate his earning power for the family. Because 
the policy eliminates worry from the mind of the insured 
in regard to the future welfare of his dependents, it 
"relieves the policyholder of worry and increases his 
efficienoy .••••• The knowledge of an assured estate from 
the moment the premium is paid will enable the insured to 
feel freer to take the initiative". (2) 
(2) SolomonS. Huebner, "Life Insurance", page 18, -
D. Appleton and Company, 1928. 
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Saving by means of life insurance has encourag-
ed many to participate .in the plan who otherwise would 
attempt to reach a competency by periodic savings over 
a long period of time. The latter method has no assur-
ance of success, since there is no guarantee that the 
individual will live the required time to complete his 
plan of savings, or that he will be able to lay aside 
the necessary amount at every period. Whereas under 
hhe insurance plan, there is guaranteed from its incep-
tion the full face value of the policy or a guarantee 
of periodic payments to the beneficiaries for a long 
period of time. There is a good deal to be said, in 
addition to the remarks contained in the introduction 
of this paper, about the inability of the average per-
son to save regularly and consistently a part of his 
earnings, and therefore any resolution heard or determi-
nation made to save instead of utilizing the life insur-
ance policy for the purposes of savings may be discount-
ed by the results we have to date. It is estimated that 
about 95% of the people in this country do not ad.d to 
the wealth of the nation except by their own labors, 
while it is known that "eighty-five percent. of this 
country's adults leave no estate at all, and about one-
third of the widows in the country lack the necessities, 
and 90 per cent. the comforts, of life." (3} 
{3) Ibid. page 20. 
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Life insurance , therefore, forces and encourages 
thri~t. It is a better means than the savings bank 
or the building or loan asoo.ciation for the accumulation 
of a desired fund, since it is not :possible for the in-
sured at any t irne during the life of the con tract, ex-
-
cept in a limited number of cases , to withdraw from his 
tflan of insurance saving without incurring a loss in 
t he principle sum. Such a penalty serves as an incen-
tive for its continuation . 
Furthermore, the possibilities of misma1 age-
ment or unwise investment on the part of the savings 
institution are almost entirely removed since the in-
surance company places the tremendous amount of re-
sources into so many diversified investment channels 
t hat a loss iB one is usually counterbalanced by a 
prof it in another. This important gactor is not always 
true in the case of the bank or the association since 
their resources are not as large, or their field of 
inv estment as wide . In fact the building and loan 
asso ciation confines its investments almost entirely 
in real estate and homes, while the bank limits its 
commitments to the most stable and marketable securities 
so that the income is very low, without the institution 
having any greater degree of safety than the insurance 
comps.ny . 
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Other advantages accruing to the family by .the 
use of life insurance may include the application of 
insurance for the purpose of purchasing a home. In the 
ordinary way, the person buying a home on the install-
ment plan, has a mortgage on it which he hopes to pay 
off in a certain number of years. He hopes to live 
long enough and to earn enough to complete his plan. 
But the elements of living long enough and earning enough 
play such an important r6le that he can never have the 
positive assurance that he will eventually own the home 
outright. The risk under the old method fell upon the 
shoulders of the family, because if his life is not spared, 
there can hardly be a settlement of the mortgage. ·rhus 
t h e family woul'd lose the breadwinner and their home too. 
With life insurance, however, the principle sum set 
out as an objective is furnished at a time when money 
can be used to the best advantage. Hardship to the 
family is apred, while the insurance proceeds can be 
used to obviate not only the mortgage payments but also 
many other obligations that have been accumulating. 
Estates can be self-administered by means of 
life insurance, since the company in carrying out the 
provisions of the contract, furnishes, as the case may 
be, a stipulated sum of money periodically for a certain 
number of years. It helps to prevent litigation between 
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heirs and frees the estate from the claims of creditors. 
In addition to the savings to the estate from 
the Federal inheritance tax, (4) the proceeds from the 
life insurance help to expedite the settlement of the 
remaining estate of the insured. There are a great num-
ber of claims, debts, taxes, and obligations that present 
themselves after the death of a person. These things 
require immediate attention and it is to this end that 
life . insurance proceeds often serve i ts most useful 
function. Otherwise there is a forced sale of securi-
ties, land or property, or even liquidation of the estate 
at but ·a fraction of its real worth in order to meet 
the demands of insistent creditors, (5) unless, of cou rse, 
t he person has laid aside a sum of money f rom his estat e 
for t h e purpose of meeting obligations at the time tha t 
his wealth passes to his heirs. 
r hose who have reached an advanced age, and 
have but limited resources which must last them the re-
mainder of their life, can find in the annuity of the 
insurance company a plan that increases their _incorne 
and at the same time guarantees tha t it will l a st as 
long as they live. A man who has ~10,000 and places it 
in an interest bearing security at 5~ can receive but 
~500. a year, whereas under the insuran ce plan, depending 
on his age, he can receive anywhere from 6~ to 12% with 
(4) There is no Federal inheritance tax on insur-
ance of ~40,000 or less, and an exemption of an additional 
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the assuranc e that l t will last as long as he lives.(6) 
We have more concern with the business uses of 
life insurance than . we have with family use,. The reader 
will find in subsequent sections detailed discussions 
on those phases of life insurance that indemnify a bus-
iness because of the death of the officials or valuable 
employees, and the important use of life insurance in 
the stabilization of the interests of a partnership,(?) 
er in the case of a corporation, the manner in which 
it serveS' as security for bond issues and how it serves 
as a market for credit purposes, and how it makes mar-
ketable certain contingent interests. Some space is 
devoted to the question of goodwill. 
(4) Con't.- $50,000 from the general estate to a 
designated beneficiary if there should be no other es-
tate. 
( 5) Edward A. Woods, "Sociology of Life Insurance", 
page 12 and Chapter IV, D. Appleton and Company, New York, 
1928. 
Solomon S.. Huebner, See reference 2; Chapter 
III is devoted to these points. 
(6) Home Life Insurance Company , book on premium 
rates and guaranteed values, pages 336-337~ for life 
annuity rates, males and females.. 'l'he circulars and 
pamphlets of the average insurance company offer m~ny 
proofs of the attractive annuity plan. 
( 7) c. Alison Scully and E'ranklin W. Ganse, nBusi-
ness Life Insurance Trusts", Chapters VII and IX, 
D. Appleton and Company, New York, 1930. 
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The ~eed of Insurance for lnvestment ~urposes. 
~very business transaction and every detail of 
a commercial undertaking involves a matter of risk and 
uncertainty. ~here is no positive certainty tha t the 
invested capital will earn profits or that the princi-
pal sum will be returned intact after investment. After 
one has invested his savings in some form of industrial 
activity he is exposed to the insecurity of a none-too-
stable economic system that retards earnings, ties-up 
capit a l and dissipates the assets, unless the i nves t or 
has had the g ood f ortune to select a business enterprise 
which fits in with the demands and needs of society . 
An occupation or a professional career that is 
supposed to fit one to e~rn a living also involves risk. 
Will the individual be able to start out in business 
even though he is full qualified to serve in his capaci-
ty as a trained and ex perienced man'? Or having made the 
initial start by setting hi mself up in business, will he 
b e able to attract trade and make profit? Has he a good 
defense against the i mp ortunities of sickness, disab ility 
and early death? 
' 
From the viewpoint of insurance there is noth-
ing co ntemplated in which -the element of risk does not 
play the significant r6le. Hisk affects the prof ess i onal 
man as well as the bus i ness man. ln b ot h cases, the s i mple 
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matter of hiring employees or engaging the serviaes of 
assistants re quires care in order to guarantee the prop-
er performance of duty, while the erection of factory 
buildings or the construction of offices becomes merely 
a means for securing a safe place in wh ich to wor k , to 
produce and to conserve the products of labor. 
Men work and engage themselves in the tiresome 
details of their duties in their own particula sphere 
of industrial activity in order to satisfy the ir needs 
for food, shelter, clothing and other items that pertain 
to the maintenance of life. They will earn more than 
is necessary for their i~nediate needs for the satisfac-
tion that comes from better food, shelter and clothing 
and the pleasure of recreation, education, companionship 
and other things. 
While attempting to gain these things by work-
ing, and the guarantee of the ir fulfillment by savings 
and the accumulation of wealth, men have to safeguard 
themselves and their material wealth from the ravages of 
risk that continuously besiege and tend to tear down what 
has been built up. Earnings and profits that have been 
laid aside for use during those periods when business 
is poor or when the earning power is reduced are neces-
sary for safe conveyance through these unprofitable per-
iods, and wealth conservation is found essential for the 
protraction and lengthening out over a longer period 
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of time the enjoyment that comes from the purchasing 
power or bargaining power of wealth. 
In the matter of banking, investments and cred-
its, the busi~ess man has constantly brought to his 
mind the el ements that make t hes e undertakings hazar ous 
and. dangerous. A disturbance in the :political situation 
of his own country or that of any two or more countries 
upsets the equilibrium and fine balance essential to 
commerce and the general merchandizing of goods. A change 
in the monetary system or a shi ft of the mtandard of 
i nternational payments make the trader's occupation a 
profession that calls for the utmost in foresight, know-
ledge and experience. 
Risk, however, plays its part even when i ndus-
try seems to function smoothly anQ without interruption. 
When the farmer purchases expensive equipment to facili-
tate the planting and reaping of his products and final-
ly their marketing, he does so with the thought that 
he is eliminating some of tb.e risk that may prevent his 
goods from being sold or from giving him a pr~fit. He 
has com:getition to meet from other farmers and his ex-
penditure is a form of insurance for the profitable dis-
posal of his crops. When the directors of a large cor-
poration authorize the advel"'tising that runs into 
millions of doililars they do so to guarantee the sale 
of their products. The student in school will spend years 
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of his time and make endless sacrifices to complete his 
education so that he may secure a worthy position in 
life and one that will provide him a reasonable livili-
hood. Expenses undertaken in the above instances are 
forms of insurance protection to safeguard certain in-
terests and certain values that do not fully material-
ize until a later date. The outlay is considered war-
ranted in that it helps to fulfill commendable projects 
that will bring profits and other positive results . 
From whatever viewpolimt we consider t his matter 
of business risk, we realize that every plan contemplat-
ed and every goal we set out to reach may fail or not 
be accomplished because of risk and because of the 
possibilities of a misstep by the organizer. To guard 
against these detrimental factors and make success 
easier to attain, the individual has to recognize the 
possibilities of loss and guard against them. If he 
can sacrifice in part his immediate gains and also 
shoulder obligations he may avoid risk in some measure 
and have greater assurance of reaching success. It 
does not mean that he needsxtm be a skilled prestidigi-
tator to avoid risk, but simply a participant in the 
plan of insurance. 
Insurance may take many forms and assume 
different names, but the f act remains that in our eco-
nomic order as it is today~ no individual can count 
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solely upon his ovm wisdom, or his accuracy of reason, 
or upon his ovm precautions to protect himself against 
loss from risk without the aid of insurance. 
Where he can allocate the risk among a great 
number of people, the possibility of total loss through 
some misfortune is greatly minimized. It is this thought 
that leads us to the idea of insurance. (1) 
·(1) Frederick L. Hoffman, "Insurance", Chapters 
I and II, The Spectator Co., New York, 1927. 
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3. Kinds of Investment. 
Investment usually signifies the laying out 
of money in the purchase of something for permanent 
holding, but as we use the term, it signifies the plac-
ing of wealth in an undertaking for some productive use 
that gives a reasonable income and assuran~e of safety 
of the principal. 
To invest requires the command of wealth, for 
without wealth there can be no investment of the kind 
defined above. But wealth for investment, in our opin-
ion, includes more than a coll ection of economic goods 
and services, even though the measure of wealth has al-
ways been in terms of property. It includes a number 
of things that are difficult to express in terms of money. 
The water we drink possesses a commercial value express-
ed in dollars and cents just as soon as we find it indis-
pensable in the production of some commodity. Yet water 
at one time was as free as air. Services are a form of 
wealth and have a pecuniary value. Knowledge is a market-
able asset. Teaching, preaching, and the general dissem-
ination of knowledge hold a money value, and these things 
are used with the idea of profit making. Still they are 
very intangible. Family ties and family love have invest-
ment value, for they act as active agents in urg ing ene 
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and encouraging one to make a profitable living. They 
can be as important as tools to the mechanic. Both 
provide a means for doing better work. 
Families in themselves constitute investments. 
Homes they liv~ in, the cost of educating the children, 
the expense of maintaining and keeping up the family 
is greater than if there were no family to take care of. 
Families represent investments from two points of view. 
One equalling the wealth required to maintain a family, 
and the other kind of investment, is the asset a man has 
by having a family that incites him to exercise his best 
talent in making a living and setting aside savings for 
the care of the family. An intangible investment in 
a family is impossible to express in terms of money, but 
its effect in the world of commerce has been probably as 
great as the inventions by which we measure commercial 
progress. 
There are other forms of intangible investments, 
some of which may be measured in terms of wealth, more 
accurately than the value of the family. Goodwill is 
one form of intangible values. (1) In its commercial 
meaning, goodwill indicates the value at the present time 
of expected future profits over and above the normal 
profits of the enterprise due to certain elements that 
the business ha~ that other business houses do not have. 
lncluded in these elements are good name, reputation, 
( 1) Earl A Saliers, "Accountants • Handbook", p566, 
Ronald Press Company, New York, thirteenth printing, 1923. 
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business connections, custom, individuality and locali-
ty. If the payment for a business is in part for .one or 
more of these elements, then they represent money value 
as an investment. With these elements the owner expects 
to ma ke a greater profit from his invested capital. If 
he has built up any of these desirable qualities in the 
business by his ovm efforts, then he has a double value 
to his bus iness. One, the tangible assets which are ex-
changeable in terms of money, because their values can 
be measured by the market demand. The other,consisting of 
intangible values such as intelligence, foresight, business 
acumen, effort, individuality which also have a money 
value but which are difficult to measure in dollars, are 
elements that make the busine s s possible because it is 
through these qualities that the business became a going 
concern. They create good-will and are the source of 
greater profit. 
Protecting this value should be important to 
the business man, and as i mportant as the protection of 
his property in the form of buildings and merchandise. For 
with the loss of his good-will, or as in the paragraphs 
above the loss of his family value, he endangers his 
business to the amount which is taken from his business. 
The intangible values already mentioned are 
created by the individual, there fore the life of the 
individual is i mportant, even if regarded from no other 
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point than from the value of the things that hls life 
has made possible. lt is difficult to appraise life val-
ues. Though we make an attempt to do so in a later 
section, still it is not impossible to visualize the 
money value of a life that supports other individua ls, 
creates work for others, assumes leadership in the com-
merci al activities of the world, and helps set the proper 
standard in the morals and fashions of the country. These 
things have a money value to the people who fall in each 
group. The family can consider their income producer 
I • 
from a pecuniary point of view because they can measure 
in dollars vmat his work provides for them. His employees 
can measure his importance by the amount and the. value 
of the work he creates for them. Churches, schools, in 
general, philanthropic institutions and educational pro-
jects feel his influence to the extent that he helps them 
financially and by his moral support. 
Life values have money value. The degree to 
which society protects life, or prolongs it, or perpet-
uates its earning power is the degree to which society 
helps itself. Benefits pass on to families and to other 
individuals who make up the group. We point out as we 
go along how it is possible to prolong life values through 
the medium of life insurance, and how this semi-public 
institution has become a great social force. 
Commercial progress is marked by the increase 
in the value of lives, and both are identified with the 
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instruments of commerce that speed it along. Commercial 
progress and increased life values keep pace together. 
Ease of operation in the use of commercial credit in-
struments is dependent on the character and quality of 
the lives that use the instruments. Integrity, solvency 
and dependability form the foundation of credit. Men 
who have these qualities are therefore keystones in the 
credit structure of co~nerce. Their ideas, their support 
and their leadership in the field of commerce is an in-
vestment on the part of all who transact business with 
credit instruments. Without the proper functioning of 
credit, business will slow up, business men will suffer 
losses, and the wheels of industrial progress will turn 
very slowly. A banking house or a business is justified 
in compensating itself for the loss of any man of the 
type above, even though an insurance reimbursement may 
amount to but a fraction of the value of the lost leader. 
Business men having come to understand the 
degree to which life values affect their credit, are 
increasing the protection to their life values. As a 
result they have been able to convert many cownercial 
loans into collateral loans, or the giving of tangibility 
and definiteness to the personal factors of character 
and ability. At the same time, the insurance enlarges 
and improves credit, and strengthens business credit in 
periods of financial stringency. 
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For the purpose of this paper we have sepa-
rated investments into two general groups, the intangi-
ble and the tangible. Among the intangible, therewere 
mentioned the family and its economic importance, the 
individual life and the importance of leadership, good-
will and credit. Tangible investments include bonds, 
stocks, business dealings in general where an interest 
or an equity in a business is obtained with the idea of 
profit for the investor and a return of capital intact 
at the expiration of the obligation or contract. 
In the latter group, we treat only investments 
of a conservative nature. Stocks,and investments of like 
nature, are eliminated immediately for they possess too 
high an element of risk. Profits to stockholders usual-
ly dep end on the ability of the organization to make 
profits, Should the business not succeed then, as it 
is often the case, the investor loses his capital with-
out receiving the benefit of a dividend income. How-
ever,in the case of bonds, there is greater safety, for 
the liquidity of the bonds is guaranteed by a mortgage 
on property and physical assets of the company. If sold 
they are supposed to provide enough to take care of bonds 
or obligations holding them as collateral. Bondholders 
r eceive preference over stockholders in the distribution 
of assets remaining in an unsuccessful business. 
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Participation in building and loan associations 
is considered a conservative investment measure. Mort-
gages have,as a rule, been safe investments for those who 
know the business and are able to protect their interests 
by careful management. Shares in certain well managed 
investment trusts have proved safe, conservative and 
profitable, although there have been notable exceptions. 
We include savings accounts and insurance among the in-
vestments of a conservative nature. These two, we believe, 
possessing the highest degree of safety and being the 
most conservative. 
n efore committing wealth in a business venture, 
the investor usually inquires in regard to two matters. 
Will my investment be safe? Is the income or profit un-
der this plan attractive enough? ~uestions of this type 
are paramount in the mind of the average investor. There 
is reluctance to invest unless there is safety for the 
principal. lf there should be no profit, income or at-
tractive appeal to the investment, the wealth remains 
idle and non-productive. Therefore any means employed to 
protect the safety of investment funds increases the 
business activity by the increase in the number of new 
investments, and any assurance that there will be a guar-
anteed income increases even more the number of investors 
and the amount of wealth available for business. 
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~· or this reason bonds have always appealed to 
the conservative investor. There is a semblance of safety, 
and a reasonable expectation that the income will con-
tinue without default. b1or the same reason, life insur-
ance has become even more attractive. According to the 
records of the life insurance companies there is no reason 
for doubting the safety of t he principal. As for the 
income, the records show that it is more certain than in 
any other form of contract in business done on a lar ge 
scale. 
A2. 
The Intangible Investments. 
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l. The Family and Economic Value of t he Individual. 
Progress of the human race has b een marked 
more or less by the increase in the value of human lives. 
Value in our use of the term being measured by the utili-
ty of their services to mankind, by the increased produc-
tion of their goods, the variety of the goods and their 
greater usefulness in meeting the needs of fellowmen. 
Human lives become very important in the degree that 
others are dependent for their support and we l fare. An 
individual who can by his o ~m earnings or accumulations 
contribute to the welfare of others is judged to have 
a value in proportion to the good he does. Any person 
who by his skill, experience or knowledge can furnish a 
means of livlihood to many others has a life value in 
proportion to the services he performs. Agencies that 
perpetuate his services and compensate to some degree 
for this loss in the event of his death, contribute to 
the social and economic progress of mankind. 
It is generally admitted that when one has 
been able to increase his earning power, he elevates 
the value of his services and promotes the earning power 
of others who serve in the same field. If his yearly 
income is large enough to leave him a surplus, then 
one method for expressing human life value would be to 
ascertain the present value of this excess, capit a lized 
over the estimated life period of the i ndividual. As 
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for the group that feels his influence and is benefited 
hy his leadership, their life values are likewise in-
creased to a new and higher level. Therefore human lives 
are said to have pecuniary values, and as the value of 
each life increases, the values of all lives increase. 
Human lives have an intangible value in that 
they create, promote and continue family ties. These 
ties add incentive to the desire for the satisfaction 
of wants. From the family spring the forces that under-
lie a strong social compact between people and that 
support the principals and ideals that have built men 
and nations to their present levels. If it is possible 
then for an individual to continue the monetary bene-
fits of his existence to his family and those concerned 
with his welfare, he improves and benfits the family 
life and consequently the standard of life for his fam-
ily and those about him. 
One purpose of life insurance is to lengthen 
out this life value of a man by extending his pecuniary 
value over a period of time peyond his actual life. Through 
the agency of life insurance, it is now possible for 
man to create and make immediately available, his future 
life values, so that in the event of his death, his 
value ot his family and dependents will not cease, -
but be perpetuated. 
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Institutions have been developed to perform 
this economic function. They strive to assure the con-
tinuation of human life values. The importance of their 
work has a widespread influence on all activities of 
man. Mutual companies organized for these duties have 
become semi-public institutions, and the extent to which 
they have grown proves their great popularity, and the 
success of the idea. Governmental institutions have 
likewise been created for this work of conserving and 
perpetuating life and property valuew. (1) 
Some of life's emergencies taken care of by 
insurance are those that come from sickness, disability, 
old age, and the greatest emergency of all - the death 
of the family's wage earner. The occurrence of any of 
these emergencies means the immediate operation of the 
insurance in providing help to the family of the insured 
and to the insured himself. It means provision of suste-
namce, and care for the family whose source of income has 
been impaired or cut off. Insurance therefore mitigates 
deprivation to dependents, and consequently releases funds 
for other purposes that would have been used for charity. 
Taking care of the needy from funds that have been creat-
ed out of reserves and savings set up for that very purpose 
raises the standard of living and gives opportunity to 
the family to carry on its work and its ideas in regard 
to the welfare of the children and those who are dependent. 
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It means that home is kept up and that family bonds 
remain intact. Children have the .means to continue 
their schooling; the mother can exercise her influence 
in the field of morals and character. All of these 
social factors, in addition to the thrift practiced 
to carry out the insurance program, militate against 
vice and destroy the causes of degeneracy. (2) 
Thrift and the habit of saving amplifies the 
moral standard of the family. It uplifts and strengthens 
the affections of the members of the family to each 
other, and gives them a kinder outlook on the activities 
of their neighbors. It brings about a great deal of 
happiness and tends to quicken the appreciation of the 
sacrifices made by those who have saved for their wel-
fare and to assist the family in times of need. Thrift, 
therefore, is an integral part of the moral standards 
set up by people. A thrifty person will always be ad-
mired since it is known that he is able to care for him-
self in an emergency, and perhaps be able to lend a hand 
at a time when .;others need help. 
(1) John M. Holcome, rtyale Insurance Lectures, 
Life", 1904, pages 26-50, reprinted in "Yale Readin§s 
in Insurance", pages 39-56, edited by Zartman and Price 
1923. 
(2) These facts are so generally accepted that we 
offer no references. We find that every book on life 
insurance that devotes any space to the benefits of life 
insurance to the individual and to the family substan-
tiates these statements. 
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A requisite for the insured before he can ob-
tain life insurance is to pass the requirements in re-
gard to his health and his morals. Insurance companies 
submit the applicants to a rigid examination in regard 
to these two poi~ts. fhey will not grant insurance un-
less they know that t he applicant does not overindulge 
in the pleasures of life, or any of the vices that will 
undermine his health. 
~his policy alone aids in lengthening the span 
of human life. ~ o expense is spared by insurance com-
panies in assisting the ipsured to live long and healthy 
lives. f herefore the institution of life in~urance be-
comes one of the great m9ral forces that benefit mankind, 
increasing the happiness, prosperity and welfare of the 
individual and the family, and the community in which they 
live. 
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2. The ~conomic Factor in Life Insurance. 
The growth of life insurance to its present 
huge proportions has been the result of its utility to 
business men in the solution of their business problems. 
Among these uses it has been found to be a tremendous 
aid in maintaining and protecting the family interest 
in the commercial enterprises of the insured. So close is 
the relationship of the family to the business interests 
that an individual carrying insurance for the conserva-
tion of business finds that he is protecting his family 
by assuring the continuation of an industrial income to 
them. 
Since men engage in business for the benefits 
that they may provide for themselves and their families, 
the success of a business usually means the successful 
welfare of the family. The two are inseparable. If a 
bus i ness meets adversity, most often the family is the 
first to suffer. If depression affects the volume of 
business so that there are less profits, the income to 
the family is less and they immediately curtail their 
living expenses. In the case of a business failure, 
when income is unavailable, and credit is unobtainable, 
the penalties fall on the family. They move into poor-
er quarters, take their children from school and 
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live as close to their purse as they do to hide th eir 
unhappiness. Of the number of business failures due to 
inexperience and lack of capital after the decease of 
the founder, the figures are not ava ilable, but in the 
year 1907 approximately 20% of failures were due tO{l} 
the failure of "apparently solvent debtors ..•••••• while 
another 37 percent of the failures was t r aceable to 
lack of capital and 5 percent to inexperiencerr. How much 
greater is the misfortune of the survivors when they 
have lost not only their income from business due to 
the failure of the concern, but also the bus i ness leader 
himself. So it is, that in carrying business insur-
ance, the business man preserves the f am ily i nterest in 
h i.s business affairs, and. provides them the advantages 
of lif e i n s1.ua ance. Business insurance t here fore in-
demnifies the family against the loss of their source 
of income _. 
In the case of the single proprietor who has 
built up his business through his own energy, persever-
ance, his policy of honesty and goodwill, we have the 
case where the success of the business is dependent 
almost entirely upon his own efforts. If he invites his 
youthful assistant to become a junior partner or a mem-
ber of t he firm, he attempts to attach permanently to 
his business the ability and enterprise of the younger 
man, believing that he strengthens his house by the 
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addition. But he has also made it possible for the bus-
iness to aarry on after his retirement or his death much 
better than if he left this matter to be settled by mem-
bers of his family who may be without the necessary ex-
perience to proceed in the proper manner. He insures 
the continuation of his busine ss after he severs his con-
nection with its affairs. His method was by selecting 
a capable anQ effiaient subordinate who would be trained 
and could profit by his experience. Another way of hand-
ling .this situation would be by the creation of a sur-
plus fund that could in some measure eupplant his leader-
ship by the purchase of ability from elsewhere at. the 
time that there was a change in the management of the 
organization, providing in this fund , sufficient liquid 
assets to carry on and to meet unexpected losses that 
may occur by the change in management. Such a fund, 
which can be arranged with greater certainty through 
life insurance, enables the organization to meet unex-
pected obligations that fall due at the tine of adJust-
ment, and it increases the confidence of creditors who 
may have had doubts in their minds as to the stability 
of the firm when its former leader is no longer con-
nected with it. 
A business man who provides for the welfare 
of his business with the same care that he does for his 
family is an asset to his community, because every go-
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ing concern, no matter how small it may be, contributes 
to the general welfare and prosperity of llit s neighbors. 
His particular activity is of i mportance to the neigh-
boring shopowners since their success depends largely on 
t he spending of earnings that are received by his employ-
ees. He is of i mportance to the r ailways and other 
transportation s ystems, especially if his firm manufac-
tures and carries on an extensive trade. As a going 
concern he affects very directly the prosperity of those 
who produce raw materi als such as the farmer, the lumber-
rnan and others. It is true also that the cities and 
towns are dependent on him and his success for the taxes 
to meet the cost of municipal goverrunent, While certain 
contractors may exist entirely upon his need of inciden-
tal supplies. The light and power companies count on his 
trade in their caluclations for cost of maintenance and 
future i mprovements. Merchants and laborers offering a 
mi scellaneous assortment of services rely upon his success 
for the welfare of their own business act i vities. It is 
a happy cycle that promotes the general welfare of every-
one as long as t he going concern is able to continue its 
business and contribute to the economic progess of the 
business world. 
Successful business men are i mportant economic 
factors in the industrial life of their country. Their 
business activity is a means of employing labor and capi-
tal. The use of these two elements in a proper manner 
determines the degree of success achieved by our eco-
nomic organization in providing for the satisfaction 
of society's wants to the fullest extent, and at the 
least cost. 
America's high standard of living has been 
inspired and maintained by the strength and the unusual 
stability of its industrial activities, qualified, of 
course, in meaning to a comparative basis with other 
countries, their lack of stability in industrial affairs, 
and their lower standard of living. It is true we have 
i mmense natural resources, but it . is our development of 
them and the confidence we have in the pledge of our 
government and the trust .in the soundness of our eco-
no mic institution that encourages the merchant to in-
creased activity. He has been assisted by the availabil-
ity of cheap power and the adpatability of new efficient 
machinery to changing conditions. He ha s been able to 
produce commodities in mass formation and has obtained 
further efficiency and economies by the combination of 
producers into larger units. Our government assists 
him by providing no internal tariffs but a strong pro-
tective tariff. 'l'he commercial laws encourage install-
ment buying. Labor, by its strong unions, the more 
or less friendly relations it attempts to maintain with 
capital, and its cooperation with the government in re-
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striating immigration and supporting prohibition , has 
added to the factors that produce a comparatively low 
price level and a high money wage. 
A business man's service is measured by the 
use of his success in business when he furthers the in-
terests of society. Although he may be selfish in his 
reasons for the perf ormance of his duties and his ideas, 
still it is his duty to carry out his plans. It is an 
obligation to himself if he wishes to complete his life 
goal for success and for service, and it is an obliga-
tion on his part to his associates in every walk of life. 
His business must show a profit, ru1d the larger the pro~­
it, the greater is the measure of his success. 
Among his plans for business success should be 
one that includes the continuation of his business after 
he severs his connection with its activities. Unless 
he foresees a method for the conswnmation of this idea, 
then those who were connected with him will be obliged 
to seek other fields where there is opportunity for 
profit in proportion to the risk assmned and the amount 
of labor entailed. Because no sooner than the ti t e that 
a man leaves a business does it become apparent that the 
volume of business has f allen off, and th~t creditors 
and bankers refuse creidt and demand the payment of 
notes that are due. This f act ts especially true in cases 
where t he individual's success in business is the rea~lt 
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of a life time of service and goodwill in the response 
to the needs of his :patrons, or where his :particular 
ability has had unusual a:p:peal to a great number of 
:people. 
His :plan should :provide assistance to those 
who take over the busine s s after his departure, so that 
the business they lose in goodwill, they may make u:p by 
careful organization,efficient direction and a surplus 
to meet the unexpected risks. These qualities in business 
men must be rewarded by :profits. 'rhere must be a margin 
left over for the operators after paying all costs, or 
else the business that he may have spent a life time in 
building, closes its doors and its managers enter the 
best alternative employment. The new management has 
need for compensation in :proportion to the risk and 
and the value of the labor. 
Economists will say that the business man's 
service is his ability in "augmenting utilities and 
diminishing coststt (2) but it is reasonable to believe 
that added to this should be the thought that his ser-
vice should include the successful plan for carrying 
on the industrial activities even after he has released 
his hold on the reigns and has given up the active 
direction of t he business. 
Therefore we admit that the importance of the 
business leader grows in :proportion to his ability to 
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accomplish these three things; increase the utility of 
the goods that constitute his business and in such man-
ner as to reduce the real costs to the ultimate consumer. 
And third, arrange his business plans in such fashion as 
to guarantee that the benefits of the business will pass 
on, to the advantage of associates, family and society. 
ln fact these three essentials are responsibil-
ities and as the business assumes larger proportions, as 
in the partnership, and even greater as in the corpora-
tion, then s ociety is the one that assumes the risk if it 
does not take necessary steps to assure the s uccessful op -
eration of the business. l!;ven though the enterprise may 
be a huge one, and even though there may be successive 
changes in it s management, or the shifting of respon sibil-
ity by the change in directoBs, still society has a direct 
interest in the welfare of the organization and should be 
able to hold its leaders accountable for their failure 
to utilize the factors in the business that can make it 
a success and a source of profit to all consumers. 
( 1) Solomon S. Huebner, "Life Insurance", page 38, 
D. Appleton and uompany , New Yor.t, 1929. 'l'his text is 
adapted to the needs of a student in the study of life 
insurance, and the book serves to give a concise and 
clear exposition of the subject. There are a number of 
chapters devoted to the scientific phases of life ~nsur­
ance, but in our reference we merely make use of the 
discussion as brought forward in the first few chapters. 
( 2) Edwin H. W. Seligman, "Prine iples of Economics", 
6th edition, page 320, Longrnans, Green and Company, New 
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A successful business has a continually grow-
ing surplus, and it involves a saving of ti me and worry 
to all men from the pressing demands of business detail. 
Time saved liberat es human eff orts from t he pressure of 
provi ding for the daily needs to channels that are more 
profitable and of greater benefit to the individual and 
to society. 
(2) Con't.-
York, 1923. One may refer at the same time to Seligman's 
comments on the economic factors or life insurance by 
turning to paragraphs 228 and 229 inclusive. Hi s t heory , 
however, is oniliy briefly explained. 
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3. Good-will. 
'l'exts devoted to a treatment of ·the subject 
of good-will are for the most part confined to a treat-
ment by accountants and statisticians to a aetermination 
.. 
of its present money value. ~hey interpret good-will 
from its legal meaning and frorn court definitions, that 
it is to be identified with location, reputation, com-
mercial standing, and so on. 
It is considered an intangible and fluctuating 
asset equalling the value of a business over and above 
its tangible assets and accumulated profits reinvested 
inthe business. Very often, good-will is inserted in 
the books as an asset representing the difference be-
tween book values of the business and the sale price, 
with little or no regard for the reasons that warranted 
a higher price being paid for the business than it would 
be worth ordinarily. "Good-will has value as a rule only 
when a business has earned and it is expected will con-
t inue to earn a rate on invested value of tangible assets 
in excess o~certain basic rate of return. The exception 
to the rule would be, for example, when a large amount 
of advertising has been done but sufficient time has not 
elapsed to show its value. Excess of earnings arises from 
a number of factors, as patents, reputation for integrity, 
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trade names, publicity from past advertising, location, 
and a partial or complete monopoly." (1) 
But there are many types of professions in 
which good-will is the principal asset, and upon which 
it is difficult to set an ap praised value. Most of 
these have for their asset the skill of the practitioner, 
or the good-will of clients "built up in the course of 
years through close personal service, confidence and 
friendship."(2) Physical assets have little value, and 
as a factor in the earning power of the professional 
man, they may be ignored almost entirely. The income 
from the business depends on the continued patronage 
of valued clients, and they in turn patronize because 
of the confidence they have in the ability, character, 
or quality of the professional man. It is difficult 
for a person to se~l this kind of good-will, and it is 
a hazardous asset for another to try and handle profitably. 
By the ordinary methods for computing the good-
will of an enterprise, the earnings of a doctor, dentist, 
or lawyer would be computed for a period of a few years, 
and this sum would supposedly represent the good-will 
of these professional men. But the price is indeed 
small if~onsider that the good-will of the professional 
men represents his capital too. In resigning or in the 
event of his death, his business loses not only the 
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good-will built up by years of skilful and conscientious 
practice, but the capital represented by training , 
schooling, and years of patient effort to become a master 
in his profession. Money can not buy what he applies 
in the p erformance of his dut i es; consequently there is 
no substitute. To exact a profit from hms undertaking , 
he must continue to live, continue to enjoy good health, 
be physica lly fit' and lay aside a part of his earnings 
for savings and furth er investment. This is true of 
the teaching profession, and the ministry, but perhaps 
not to as great an extent. Therefore the life values 
of men of this type may be measured in a degree by their 
earning power. As far as their families and dependents 
are concerned, it may be measured ~ite accurately. As 
for his future, it depends on his ability to save and 
wisely invest~ 
Losing good-will to business men such as 
brokers, engineers, certain kinds of salemen, contractors 
and dealers in sp ecialtie;s, often means going out of 
business. Their business success depends on a selected 
list of clients. Personality and ability are the assets 
they use to retain their clients business. Therefore 
the loss of the individual from the conne ctions essen-
tial to the success of the business means the loss of the 
(1) N.J. Lenhart, discussion of, reprinted in 
Account ants' Handbook, published by Earl Saliers, Ronald 
Press Co., New York, thirteenth printing. 
(2) Solomons. Huebner, HThe Economics of Life In-
surancen, D. Appleton and Company, New York, 1927. Pages 
27-35. 
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business itself. it is, therefore, reasonable for man 
to take measures to protect himself if he can from the 
loss of these connections by perpetuating the life val-
ue that comes from these business relations. There is 
no good-will insurance, but the insured can know that 
he and his estate are taken care of, e.i., reimbursed, 
in the event of his death or inability to continue the 
business. 
Contractors are nearly always required to 
provide adequate corporate surety to safeguard the suc-
cessful performance of their duty. It is in this way 
that surety companies defend themselves against the 
failure of contractors to live up to their obligations. 
Bonding companies demand of contractors ample surety 
that the contract will be carried out. 'l'heir require-
ment, usually, is sufficient life insurance on the life 
of the contractor. 
In this type of business undertaking there 
is a close relation between the personal ability of the 
professional man and the consequent value of the busi-
ness. When a contractor is selected for an undertaking, 
or an engineer's services engaged for the development 
of a new project, one of the chief qualifications is their 
ability to supervise the work. Personal qualificat i ons 
are paramount in the minds of those who engage the pro-
fessional man. Requiring them to carry life insurance .is 
one way of guaranteeing that the work will be properly per-
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formed and that the success of the enterprise will no t 
be jeopardized should the directing head be removed 
by death while in the midst of heavy unfulfilled obli-
gat ions. 
.i!'rom the viewpoint of those connected with an 
established successful business concern, there should 
be life insurance on the important officials to protect 
their good-will value to the business in the event of 
their death or removal from office. If the business 
has b een bu~lt up by the extra quality of their merchan-
dise or the skill of their employees then they should 
be obliged to carry life insurance in favor of the busi-
ness, or else the firm should lay aside a part of the 
extra earnings to care for the loss occasioned by their 
death. Attention of the small business man to this 
matter should be stressed as much as that of the large 
corporation officials. 
Good-will is a good antidote for bus iness com-
petition. lt is true that good-will may,in time, be re-
placed through the application of hard work and persis-
tent effo r t, but t he time lost and the additiona l ex-
pense in overcoming the competition is a heavy burden 
to any business organization. Someti mes, however, sub-
sequent owners of a business find it i mpossible to regain 
what has been lost through good-will by the death of the 
former owner. The financial failure . of many fi rm s has 
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been due to this one cause. Competition has destroyed 
many established firms, just as it has prevented newcom-
ers from entered the field. Good-will value can be ap-
preciated, and the cost of overcoming it may be estimat-
ed, if we attempt to enter a business that is highly com-
petitive in nature. Difficulties are encounted that ar e 
almost insurmountable, while sales resistance is found 
to be almost impos s ible in breaking down, or too costly 
to make the enterprise profitable. 
Preserving the value of good-will is therefore 
an i mp ortant matter to business men of all classes. Its 
value applies to those engaged in the manufacture of goods, 
and to those who distribute and retail. - ·rt confronts the 
banker who grants credit to the engineer, and it affects 
the contractor who uses it. Professional men acquire 
good-will and its influence is felt by all engaged in 
trade. Since good-will produces business and makes 
greater profits possible, it has,of course, a money value. 
To those who are dependent on this value, should fall 
the responsiblity of seeing that their interests are 
fully protected. 
~here is but one sure way of protecting life 
values that are creative of good-will and that is through 
life insurance, or a peplac ement fund built up from the 
excess profits of the business. The latter method is 
inconvenient because death may occur before the fund is 
estab lished, and because there is a tendency on the part 
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of business men to reinvest this sum either in their 
own business or in some other acitivity that does not 
guarantee with absolute assurance that the money will 
be available when needed. Life insurance, therefore, 
has been found to answer the purpose in an ideal fashion. 
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4. Life Values and the Importance of Leadership. 
Goodwill, the value of which we have just re-
viewed, when classified as an insurable asset, we find 
to be but one of a large group of intangibles whose val-
ues are economic assets and whose importance to the 
tangible assets make them worth saving and insuring. A-
mong these intangible assets are the life values of em-
ployees, the wage earners, and salaried people, whose 
replacement would be a distinct loss to the management 
of a business. Their services become profitable when 
their handiwork or their supervision add value to a com-
modity. It is this superiDrity in craftmanship that 
attaches significance to their l abors, and it is this i m-
print of a definite mark of quality on products that 
gives excellence to the goods of one firm in preference 
to thowe of another. 
Skilled labor . is merely the perfection of one 
in his particular field, but it is this skill that yields 
a larger return to the producer and adds a premium to 
the value of the goods. Proficiency in production, in 
management, or marketing, or in the other phases of in-
dustrial activity permits one to lead the way and domi-
nate the field. Efficiency of this nature is the im-
portant factor in determining the price of a cqmmodity. 
Since profit is necessary to a business organi-
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zation if L.it is.· .2 to continue in business, the operator 
must be certain that his selling price is sufficiently 
above the cost of production to leave a margin of profit. 
Careful management is a requisite to keep the cost per 
unit as low as possible, and the more fortunate he is 
in this matter, other things being equal, the higher will 
be his profits, the greater will be the surplus laid 
aside, and the more assurance will bhere be that the 
business may carry on even though there is a change in 
management. 
In other words, the value of the services that 
employees give to an organization that make the business 
a success, the more they add to their own life values, 
because it is by their efforts that the business has 
yielded greater profits and assured of greater stability. 
There is a dependence of business upon the 
personal service factor, and unless t hese values are pro-
tected, the business runs the risk of loss from this 
asset of the company. There are executives who are in-
dispensable to a company for the purpose of credit, sales 
manageEs who are almost irreplaceble, and employees who 
alone can maintain the superiority of their merchandise.{l) 
(1) Solomons. Ha.ebner, "Life Insurance", Chapter III, 
D. Applet on and Company, New York, 1929. 
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In certain fields of industry, such as engineer-
ing or contracting, we find that the undertaking s involve 
so much of personal supervision, that the success of the 
enterprise is immediately doubtful as soon as the leaders 
have severed their connections with the work. Uusually, 
success depends on their remaining continuously with the 
management of the undertaking until the work is completed. 
Their supervision is required and it is essent~al until 
the work is finisehd. 
Less important than they individually, but just 
as important when taken as a group, are such men as the 
farme r s and the less significant entrepreneurs whose ideas 
in order to be carried out successfully, must be supervis-
ed by their own efforts from the start until the comple-
tion of the task. 
~mployees, families, creditors, in fact the en-
tire economic and social structure is dependent on these 
men for the successful consummation of their ideas. When 
replacement is required, there is a loss to the individ-
ual and to the group in proportion to the value of his 
services. The cost may be measured by difficulty of re-
placement and by the decreased value of the business at 
its completion. The profit of a business depends on the 
foresight and managerial ability of these men. Investors 
and their financial backers, workers and familes should 
make certain there will be no loss in their investment 
by the untimely death of the leaders. 
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Insured Life Value s Vs. Insured Property Values . 
Insured life values as compared with the in-
surance carried on property values has ~een variously 
estimat ed a t about one to fourteen, approximately. Al-
though t .his ratio,, has changed considerably dur i ng the 
last decade due to the recent trend of business men 
in insuring the ir lives and those of important execu -
tives in large amounts to protect their business inter-
es t s, still the ratio between protected lives and 
protected prop erti es is preponderantly in f avor of 
the l atter. 
Annual fire losses in the United States in 
1930 were 500 millions of dollars and about 15,000 
human liv es. (1) The National Industria l Conference 
Board ha s estimated the Un ited States National Vealth 
i n 19 29 as 361 billions of dollars, while the Bureau 
of the Census in 1922 estimates property values as 
176 billion dollars. (20l, including only real property 
and i mprovements, taxed and exempted from taxation. 
(1) Figures from the National Board of Fire UnaeP-
writers, according to the statement by the 1932 "World 
Almanac~' published by the New York World Telegram. Page 334 
(2) The National Industrial Conference Board "is 
a research organization maint a ined jointly by the Na-
tional Associ ation of Manufacturers in several different 
tndustr ies . It has no connection with any governmental 
agency. Ibid page 334. 
( 3) Ibid. 
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According to the "Eastern Underwritern, t he 
total life insurance in force in the United States in 
1930 was $107,948,278,000. This figure by their esti-
mate was 26.4% of the National Wealth of the United 
States and it represented 106.5% of the National Income.(4) 
Carrying these percentages out to a common basis of 
100% we have the National Wealth as approximately 408 
billions of dollars, and the National Income as 101 
millions of dollars. If we attempt to capitalize a t 
5% the National Income in order to estimate the life 
values in the United States from the view point of 
earning power, we reach the incomprehendable figure of 
more than 2, 000 billion dollars. ( 5) 1fotal life in-
surance in force therefore is approximately 5t% ·of 
the capit alized life values. 
It is interesting to note that the protection 
by life insurance against the capitalized earning power 
of individuals in this co-antry is represented somewhat 
by the following ratio: Ass~ming a capitalized value 
on an indivadual of $100,000 the ins1~ance would be 
between $5,000 and $ 6,000. However, as insufficient 
(I) nThe Eastern Underwriterrr , a magazine, publish-
ed at llO .Fulton Street, New York. We refer here to 
edition published April 5, 1932 , Page 15. 
(5) Louis I. Dublin, nMoney Value of a M:an~t, Ronald 
Press Co., New York, 1930. This text does not give the 
above figures, but is very accurate, mathematically, i n 
the figures presented. Written for t he actuary. 
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as the protection may seem to be, .it is a very creditable 
showing when comp ared to other countries. The United 
Kingdom has but about 1/10 of the amount of our insurance 
while Japan, a leading nation in this respect, has less 
than 1/2 of the amount carried by the United Kingdom . 
Per capita~ insurance in the world varies from $2 in 
India to $843 in the United States. 'rotal life insur-
ance for the world is estimated at $147,000,000,000, or 
which the United States accounts for $107,948,278,000.(6) 
(6) See reference (4). The writer is indebted to 
Mr. Brunton of the John Hanco~ Life Insurance co., 197 
Clarendon Street , Boston, Mass ., for valuable suggestions 
in regard to this informat ion. 
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The Cost of Replaced Lives. 
With the loss to the family and to the business 
by being deprived of its financial leaders, ·co mes the ad-
ditional loss by the outlay required for taxes and the 
payment of other obligations pressed against the estate 
at the time of death. These payments eat heavily into 
the estate of the deceased since in most cases the need 
for meeting these demands must be met immediately. If 
ready cash is not available, or if a surplus has not been 
built up to anticipate t hese demands, then very often the 
liquidity of the estate is seriously impaired because the 
most salable assets have to be sacrificed to meet expenses. 
At the time of change in the ownership of a 
business because of the death of its manager or its con-
trolling i nterest s, or in the event of any emergency that 
takes an undue proportion of cash and working capital 
from the busin~ss, we find that resources are reduced, 
credit hurt, and the business perhaps crippled. We have 
pointed out the importance of working capital to a busi-
ne s s co ncern. We have seen what the lack of working cap-
ital has don e to thousands of firms following the busi-
ness depression of 1930 and 1931. It is the responsibil-
ity of a going co ncern to prepare itself against these 
future demands, for the demands are certain to present 
themselves as long as the economic order remains as it 
is today. 
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The Importance of Replaced Lives to Business 
Firms. 
In business enterprises where the financial 
interests are larg e and varied, it is difficult to a p-
praise life values. There are so many influences and 
factors to tak e into consideration in judginp, the values 
that we cannot apply by insurance rule any sinr le for -
mula f or the s olution of these problems. 
Consideration has to be gi ven to the type of 
busi ness, and to the quality of its service to the com-
munity, also, to the length of time it has been operat-
i ne-, and the financial interests involved. The se ale-
ments are decisive in determining the amount of insur-
ance that a busi ness f irm should c~rry on its ex ec utives 
and leaders . And of all the requirements t hat are to 
be considered in regard to the necessary amount of life 
insurance, one of the most i mportant is the n eed of the 
busi n ess f or liquid assets at the time of the death of 
any executive or valuable employee. A business has no 
way except by estimate for calaulating or gaugi nf the 
amount of insurance necessary in an emerg ency, or f or 
knowing how great t he loss will be in the event of the 
death of any of tts important parties. 
The need, however, should be reco gnized and 
efforts made to arrange for the conting ency. A fair es-
timate should be made, notwithstanding the difficul ty, 
of ascer t a ining the value of a man to his bus iness, and 
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pr eparation should be made for the loss that is certain 
to occur. 
Experts a nd the most experienced i nsurance men 
cannot help but vary in thei r estimates as t o the value of 
lives and the cost of replacins leadership in a business. 
For the most part their apini on is prejudiced by actual 
profits made by the busi n ess at the time of the a ppraisal. 
They fail to recognize in dollars and cents the great 
values that lie in leadership alon~, or in executive abili-
ty, or in craftma nship or character, or any of the charac-
teristics that have intangible value, but which are as 
i mportant in the development of property values as are the 
actual assets t heriselves employed in creating new asset s 
and other forms of tang1tb l e wealth . 
Estimates of this nature should come from tho se 
who are not interested in the profits of the bu~iness or 
in mak ing a profit for themselves. The question i nvolves 
t he welfar e of the social group , and it is they that ought 
t o set up the values and insure themselves a gainst · i t s loss 
or against the cost of replacement. 
Every busi ness man, in fact :fivery em9loyee and 
every work ing man in the perf ormance of his duties c reates 
obligations that are i mportant to others in the proportion 
t hat he has command over wealth and leadership over o en . 
Their service to mankind is in the successful performance 
of these duties and their ability to continue working and 
73. 
by their foresight in anticipating the requirements 
that arise in the event of their death. 
Business firms cannot safely ignore the fac-
tors that will injure their business, even though the 
constraints do not exist until a much later date. ~ o 
be successful in handling problems at a later date we 
must foresee them and prepare for them. Vllien business 
is bad, the overhead runs along at almost the same pace 
that it did when business was good. In a business de-
pression, when stock values drop out of sight, and col-
lateral that could be put at a reasonable figure during 
times of ordinary business conditions, reaches a very 
low ebb with no market for it or no demand, credit tha t 
is vital to the business becomes unavailable or is ac-
cessible only in small amounts so that the business is 
injured. If the business meets sudden and unexpected 
demands from tax collectors and creditors because of the 
death of an important figure in the organization, there is 
no greater dilemna facing the remaining officials of the 
company than if they have a successful going concern but 
no available cash or liquid assets to meet and satisfy 
the crushing demands. 
It is needless to bring out the many benefits 
that a business enjoys by building upa surplus and re-
serve in expectation of future demands. Among these 
benefits are the following: more liquid assets shovm 
in the financial statement of the company, a more fav-
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orable ratio between capital invested and surplus of the 
busi ness, better credit possibilities, and greater con-
fidence on the part of the business leaders that t hey will 
be able to ti de over an emergency, and ales, it is of 
inestimable - _ help in eliminating busi11ess worry from 
the minds of the men at the head of the organization. 
Incidentally, the financial security of any firm breeds 
confidence in the minds of creditors, and strengthens the 
morale of all employees. 
Huebner points out (1) that life insurance 
serves as a means for forestalling the disastrous ef fects 
of busi ness failures, by, first, creating the avenue for 
additional credit which is to be distinguished from the 
reserve set aside by the business itself. This is im-
portant because in any firm that has laid aside reserves 
there is a temptation to use this fund in its own bu si n ess 
or in a business where t hey have a financial interest, so 
t hat t h e failure of the organization wipes out the fund 
as well as the business . Life insurance overcomes this 
by placing the funds in the hands of an Bntirely different 
organization whose sole purpose is to conserve the fund 
intact and to build it up as much as possible through 
conservative methods. Second, in addition to the credit 
possiblity, there is an actual cash accumulation available 
(1) Solomons. Huebner, "The Economics of Life 
Insurance", Chapter VII, 1927. D. Appleton and Company, 
New York. 
Edward A. Woods, "The Sociology of Life In-
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for the business which can be relied upon in times of 
financial stress or when business operations have slack-
ened because of depressive economic conditions. 
eurance", pages 141-153, Published 1928 by D. Appleton 
and Company, New York. 
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The Investment in Life Values 
and ~heir Need for Conservation. 
All economic producers , those who work, save 
or add to the wealth or economic goods of this country, 
have been separated by some writers into eight general 
classifications. ~he first group which includes about 
90% to 95% of all wage and salary earners has the least 
of all individual protection . Yet insurance is as im-
portant to them as it is to the wealthy; and in most 
instances it is mor.e important, because it provides the 
only means by which they can guarantee an estate to 
their family whether or not they live to carry out their 
plan. 
But then insurence is not unlike savings and 
consequently we can expect to find the least amount of 
accumulated wealth or insurance protection in a group 
that for the most part eats what it earns at a pace that 
leaves them proverbially ppor. We do not overlook the 
fact that the weekly wage earner or the day laborer does 
not receive much more than is necessary to pay his ex-
penses, and that he does have to exercise care in budget-
ing his income so as to meet living expenses . At the 
same time, however, it is well known that the day labor-
er increases his living expenses as rapidly as he earns 
more, and the thought of a rainy da~~ is as distant as 
the moon, and a problem to be met only when it comes. 
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Charity,in their opinion, no longer entails ig-
nominy and it is no disgrace to accept alms from the 
more provident. Life is no problem to the~ who can re-
ceive assistance from the thrifty, or to those who can 
not du without the pleasure of luxuries. 
Not until the rich and the philanthropic de-
vise a way for the laborer to provide ade~uately for 
himself and for the maintenance of his family and de-
pendents, only until then will the amount of insurance 
protection and their total savings amount to anything 
but a pitifu!Vsmall percentage of the re~uired total. 
But in the other groups there is more encour-
agement and a greater appreciation of the personal 
qualities necessary to secure financial independence 
and to b.ave '.· security against the financial adversities 
of life. 'l'hey lay greater emphasis on the character-
istics essential to the welfare and happiness of the 
family and of the group. 
Those in the professional class and those 
classified as experts, such as engineers, scientists, 
and architects, whose assets are chiefly their ability, 
training, knowledge and experience, have a higher 
life value, and since their services are move valuable, 
their earnings are much higher. We find that their 
life protection through life insurance to be more in 
:proportion to their earnir~ power. 
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It is in this group al so , that we find people 
who even though poor, are not on any list of the needy. 
It is they who give "material aid and support to individ-
uals whom they know", but whose names are unknovm. "The 
generosity of the well-to-do has been stretched to the 
limit for relatives and friends in sudden straits, loss 
of j cbs, sickness, payments on homes, and so. on. We all 
know this perfectly" ••••• On them fall the very serious 
problem of the unfortunates who present a legitimate ap-
peal for help, "The very old, the very young, the sick, 
the cripp~ed, the worker who has lost his job and is try-
ing desperately to find another." They feel the burden 
of the hopeless resideu from the first group, "who ca:a-
not ~~ work, human wreckage, weak in mind, weak in body, de-
moralized in spirit." Obliging decent people are im-
posed upon by those "who only want to work to live on the 
charity of those who are in better circumstances."(l) 
Although the individual,who is better off fi-
nancially, may be adequately covered by life insurance in 
so far as his family•s needs are concerned, and lays aside 
sufficient to guarantee the realization of his estate, still 
there is a type of insurance protection, insofar as soci-
ety is concerned that is woefully lacking. No measures 
have been taken by the group to reimburse itself for 
the loss of the well-to-do in the event of their death 
or retirement from professional life 
(1) Sophie Kerr, "Kind Hearts are more than Coronets", 
Maybe," Saturday Evening Post, February 27, 1932 Page 74. 
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At the decease or retirement of a professional leader, 
t here iw wholesale competition among all practitioners, 
the capable and th e incapable, to get his trade and 
reap the benefits of the goodwill he establ ished by the 
quality of his work. 
vVe suppose , that some day, when the idea of 
life values has , been established thoroughly in the minds 
of the influential people, we shall have society reim-
bursed financially for their loss of the services of the 
person whose skill and experience has been invaluable 
to the group . In this way , society may have the means 
to finance anew t. he .. ·-who. ·- is ~' capable of following in 
the footsteps of his predecessor. Just as reasonable 
as it i s for a community to desire t he benefits of a 
successful business to continue after the death of its 
owner, or upon the dissolution of the management, so 
it is reasonable to expect the group to desire measures 
taken that will continue the benefits that come frmm 
t he hands of the specialist by having one or more pre-
pared for his work and responsibilities. 
The haphazard method we have today of train-
ing, of educating, and for giving of opportm1ity to 
t hose competent and ready for practice in their particu-
lar professions is a costly procedure to society . Reme-
dies should be applied . Under our scheme of social activ-
ity , the loss of a specialist becomes an irreparable loss. 
For the specialist to reappear, reQuires years of patient 
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effort and spiral publicity. 
When a man becomes important and the ministra-
tion of his duties invaluable, then society benefits it-
self by investment in his insurance, for with the proceeds 
it becomes possible to train and to compensate promising 
recruits until they too are able to specialize. What in-
vestment could be mor e profitable or advantageous to so-
ciety than the guaranty that the services of the skilled 
will be prolonged and improved upon? As it is now, we 
bungle along hoping for the best, and hoping that the 
initiative and enterprise of some individual will qualify 
a n d give him the place of the trained man; Then too, we 
often underpay the great practitioner, and as often over-
pay the incompetent who is able to advertise by means of 
business and family connect i ons and other methods of pub-
licity. 
A third group of earners include the type that 
build up their gusiness .upon good-will. 'r heir enterprise 
is developed by the association and service of one pro-
ducer given to a close circle of friends and confidants. 
The contractor and salesman, the engineer and dealer in 
specialities examplify this type. 
A separate section is devoted to the idea of 
good-will as an intangible asset. But it is sufficient 
to state here that where a man has spent a life time 
in establishing a business by the quality of his services 
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and the excellence of his merchandise, in addition to 
the i mpe lling force of his character, it is a benefit 
t o everyone concerned if measures are taken to continue 
the business after his disassociation. Precautions will 
have to be taken, however, if the business is to a-
chieve the same quality of service. Solomon Huebner 
estimates that £ifty percent of goodwill is lost to the 
business in the event of death of the business man and 
it cannot be regained without years of effort and great 
losses to those remaining in charge of the business. 
Another group, comprisi ng contractors and 
managers , whose supervision is necessary Ul1 til the com-
pletion of some long time contract, have life values 
as great as the value of the work they do. Without their 
leadership, the wor k becomes a great risk, more expensive 
and less cert ain of accomplishment. It is t he particular 
ability and skill in some hazardous undertaking that lends 
value to the services of the individual, and success in 
these cases is directly attributable to the efforts of 
the leader. 
The fifth group includes thcs e engaged in agri-
culture. It is in this class that the importance of the 
personal supervision and individual work makes leadership 
of paramount imporatru1ce to all other factors. If an 
outsider works on the farm, or an employee of the farm-
hand type, there is never any demonstration of zeal and 
effort such as the owner gives to his farm. We do not 
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include minor exception s to the rule set up. Farmers 
will labor night and day, and with all their strength 
against the greatest odds in order to reap a satisfac-
tory crop and have the means wherewith they can improve 
their holdings. vf.hereas the assistant will adapt him-
self to his duties in a perfunctory manner only. To 
eke out a satisfactory living, the farmer must apply 
himself diligently to his labors. Hard personal labor 
is a requisite for the farmer. 
The farming group in this country is estimated 
at 6,400,000 people, but their life values are not cov-
ered to an appreciable degree. Still the need for pro-
tection is as great vdth them as it is in other gr oups, 
since their work is equally i mportant, and because their 
pers ona l direction and efforts are essential to the suc-
cessful operation of the farm. Their success is impor-
tant to society since it is fro m them that we receive 
our most needed con~odities. 
A farmer's family looks to him for the progress 
of their fortunes and ascendancy over misfortune. He i s 
delegated for the accomplishment of the work on t he farm, 
and he is held for the discharge of mortgages and indebt-
edness to the pro perty. The greatest investment that a 
farming family can make fo r its own relief is that which 
will replace the earning power and services of the lead-
er on the farm from a pecuniary viewpoint, and such an 
83. 
investment as will discharge the indebtedness to the 
farm and to their homestead. Mortgages and other forms 
of debt are found on farms, caused by the expenses of 
operation, causing hardship like a heavy laden l water~logged ship 
Many farms, with the work ancl energy they re.:.. 
present, and other ent erpr is es of similar nature are 
lost by the decease of the intere sted party, and the 
subsequent loss to the man's family is indeed great 
and unfortunate. 
Six, seven ru1d eight in the groups in order, 
are the business concerns that are potential in charac-
ter, those having excellent prospects for the future, 
but harcl ly able to profit at the present time. Exam-
ples of each in order are, advertising and stateman-
ship; the large industrial establishments built up by 
the energetic leadership of some one man or small group 
of individuals who are waiting to reap the benefits 
from their enterprise,- and last, the employees who will 
in time be of unusual value to the business 
In admitting that property values and wealth 
itself come from the industry, the ability and the lead-
ership of certain outstanding men, it follows that the 
conservation of property values is the prolonging of 
life values. It is necessary to believe that the invest-
ment tnpresented by life values is a prodigious total, 
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and that the earning powel" and wealth proclucing capacity 
of life values should be protected and conserved. At 
the present time there is no agency for performing this 
social service that is better suited for the purpose than 
the life insu1.•ance companies and their organiz .. at ions. 
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5. Credit. 
'l'he Meaning of the 'l'erm Credit. 
Let us first agree upon the term credit. web-
ster offers se~eral interpret ations including 11 i nfluence 
or power derived from the confidence of others or from 
one's character or reputationn, "responsible care or 
trust r, rrthe relation existing between one person and 
another who trusts in him to pay or render somet hing in 
the future.H In essence, the term credit implies the 
use of one man's property by another for wh ich the 
borrower pledges his o~n property and the good faith 
that reposes in him, for the proper use of the property 
and the redemption of the obliga tion. credit entails, 
as we know, both t he tang ible and t he intangible, since 
physi cal property is involved as well as personal char-
acter. Credit, in its use, divorces the own ership of 
weal t h and its application. 
Credi t is confined to general uses of two na-
tures. ~he first is because of its ability to provide 
a mechanical means for t he exchange of property values, 
and second as a system for the adv ance or transfer of 
capit a l values. \'e intentionaJWsay advance instead of 
creation of capital , becaus e credit as pointed out by 
John Stuart 1-Jlill is merely a transfer of wealth that 
is already in existence. lt 1s erroneous to believe 
that credit creates wealth; it merely makes creation 
86. 
ossible; while in its use, we repeat, it is a means 
f or trensfer. 
Our banking system exists principally because 
of the exist ence of credit, and it is justified because 
it makes possible wealth for the creation of further 
wea lth by the exchange of temporary frozen or non-pro-
du ct i ve assets for li~uid funds of potential power. I t 
makes creditable use of a mechanism that promot es the 
economic and social welfare of our soc iety by providing 
the means for new capit 2.l enterpr ises, and additional 
employment , a means of livlihood for the individual, 
new and greater industrial opportunities and. it leads 
to a more efficient group organization. 
But in the transfer of wealth by means of 
cred.i t, i t is apparent without exp lanation that credit 
use must be confined. to its own pecul iar f unct ion of 
transf e r of wealth, and. not to tha t use, mi st akenly 
conceived. by some, that a credit loan is a manufactured 
process that in itself creates wealth. I f an a tt empt 
is made to use credit in this way, then credit struc-
tures become inflated, and more harm is done t han can 
be offset by the benefits. 
Bank credit is ne cessary to the individual or 
to the business man because it enables him to conduct 
his business with a minimum amount of cap ital. Bank cred-
it can be considered the oil in the machinery that 
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makes possible the continuous flow of goods from the 
producer to the consumer. (1) 
Commercial credit is as essential to the going 
concern as are the many other aspects . of a bus iness. The 
condition of accounts, the prosperity of the business, 
all determine to some extent amount of credit that can 
be obtained to further the ac~ivities of the business. 
Solvency of a firm and the proportion of liQuid assets 
to the non-liQuid, and the QUality of busi ness on hand 
are i mportant elements from the banker's point of view, 
and these are considered before credit is extended. 
But bankers are limited to a large degree by the 
responsibility of the business men who seek credit, and 
the character of the business lives that will use the 
credit. The tangible and the intangible collateral 
for credit purposes go hand in hand. A banker will 
consider i t practical for him to demand of the debtor 
arrlinsurance b ond that will protect the business and 
the bank against the untimely death of these active 
members of the business. In times of depression or 
when business is slow, or when the physica l assets oi 
the company have a low valuation, the banker will in-
sist upon a higher valuation being placed on the lives 
(1) Russell D. Kilborne, "Principles of Money and 
Banking", 1929, Chapter 23, McGraw-Hill Book Company, inc., 
New York. 
88. 
of the borrowers. Insurance collateral helps to carry 
the additional credit burden of an inclustry when credit 
in the usual form has been cut short. 
If we pl ace outselves in the position of the 
banker we can see his point of view, especially if he 
has granted credit to an organization because of the 
character and ability of the officers who conduct t he 
business. Credit is obtained quicker and in l arger 
amounts when the banker knows that the commercial loan 
is protected against loss from death of th ese men, and 
that the loan so made shall not be jeopardized by the 
unknown anc1 uncertain element of death, or by the t errni-
nation of their connection with the enterprise. 
Life insurancies policies can be collateral 
and security for credit loansby business men fro m the 
banks . It is not an uncommon practice to attach life 
insurance policies to the notes of the borrower, as it 
has been customary to attach fire insurance certificat es 
to warehouse receipts and to bills of lading at the time 
of a loan. ( 2) 
(2) Solomon s. Huebner, nThe Economics of Life Insurancen . 
Chapter I. 
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The Importance of Credit. 
Credit, we gelieve, is the result of thrift 
in our commercial activities. lt is a medium for the 
transfer of wealth and the use of that wealth, without 
the necessity of transfer of the wealth itself. Goods 
may be transferred from one part of the country to another 
or from one country to another without evidence of pay-
ment other than the transfer and exchange of credits. 
With credit, the exchange of goods is facilitated and 
because of credit we have substituted the system of bar-
ter for that of money, banks and clearing houses. Credit 
is the foundation for the work producers, wholesalers, 
distributors and retailers. It creates the need for 
efficient and rapid transportation and communication, 
and these services have ·more or less marked the social 
progess of man. 
So dependent have business men become on the 
use of credit, that the lack of credit affects the 
supply of money and the amount of their business. But 
when banks grant credit freely, business men increase 
their business activities just as if they had the wealth 
that cre~it represents. An increase in the amount of 
credit used has the effect of increasing hte amount of 
money in circulation, and prices tend to rise, goods 
are exchanged more rapidly, and people have the impres-
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sion that they are witnessing genuine prosperity. Their 
presumption can be true or untrue, depending on the cir-
cumstances. 
In our Federal Reserve System, only 40% in 
gold is required against outstanding notes, and only 35% 
in gold is required against outstanding deposits. The 
difference is dependent on the credit standing of the 
Federal Governemtn and the confidence of the American 
people in their currency and the good faith of the govern-
ment. Control of credit by the Reserve System is in-
fluenced by the power of the Reserve System to regulate 
the rate of discount at which credit may be bought and 
sold. By this measure, it is the hope of the bankers 
to control in some degree the various stages of the 
busines s cycles and to even out the curve representing 
periods of prosperity and periods of depression, to a 
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curve that is more level and normal. Under our present 
system of credit control, we have elasticity of currency 
whereby currency is issued in response to the business 
needs of the country, and when it is no longer needed, 
provision is also made for its contraction. 
With credit, the business man finds trade is 
made easier to carry on, it is made more speedy and it 
is extremely elastic. Since insurance provides a means 
for creating credit, it is not idel paper, but serves 
as credit, one of the useful purposes for which is was intend-
ed. 
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The Limitations of Credit~ 
Credit is extended by the prudent lenders only 
when they feel certain that the elements of risk as to 
the safety of t he principal have been avoided as far as 
it is possible to do so, while the chargesexacted for 
the use of the capital funds depend l argely on the qual -
i~y of the gua rantee that there will be no loss in the 
capital sum. (1) 
Credit is thus limited largely by the risk in-
valved. If the da1~ers are unavoidable, as in the case 
of transportation of merchandise overseas, then the 
creditors discount the bills of exchange only when they 
are accompanied by inm1rance documents that guarantee 
the safety of the principal in the ~vent that disaster 
destroys the value of the goods. This policy of safety 
by bankers has inaugurated the system that requires 
from all borrowers, insurance guarantees on properties 
subject to the danger of risk, and that t he insurance 
policies be placed as a part of the collateral that 
backs the loan. 
(1) Interest rates depend on many tther condit ions, 
such as availability of capital funds, ei., demand and 
supply; politiaal and financial news, purchasing power 
of the dollar; legal li~it at ions, stability of the mar-
ket, liquidity of the investment, length of the loan , etc. 
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Insurance does not prevent the loss t hat occurs, 
but it does so distribute the ill-effects of the loss 
that the damage is spread over a wide area and the shock 
is evened out to society members as a whole so that the 
hardship from the loss is felt only slightly by those 
who otherwise might be s everaly handicapped. In this way 
society benefits the individual and improves itself, 
s i nce credit and industry are not placed at a disadvan-
t age by the result of uausual losses. ~hese economic 
institutions, credit and industry, are therefore not 
re tardecl in the proper functioning o·f t heir duties. 
Limitations to credit are dependent as much 
on the character of the borrower as they are on risk 
and other involved factors. But the procedure by bank-
ers in handling the credits of individuals is not en-
tirely dissimilar to their method in handling certain 
commerci al loans tha t involve property risk. In both 
cases the insurance policies are attached to the evidence 
of indebtedness . If a borrower is not a good credit 
risk because of his character he can still benefit by 
larger amounts of credit from the banker becasue of his 
life insurance policies . Bankers take into consideration 
the reserve accumulated under the policies and this r e-
serve in addi tion to the fact that the indi vidual is in-
sured adds to the credit poss ibilities. However, if t he 
person has no character and no life insurance, his credit 
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is limited strictly to a conservative valuat ion of his own 
equity in whatever physical properties he may hold. Bank-
ers t ake accow1t of the importance of the individual i n 
his own business and t hey recognize in the grantine of cred-
it, possibility of t he great embarrassment in trying to 
collect on the debt should the debtor die before t he matur-
ity of the debt. 
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The Importance of Insurance 
As a Source of Credit. 
The advantages of life insurance policies as 
collateral for loans over other forms of security is 
evidenced when the banker grants larger loans to insur-
eds and does so at a lower rate of interest. Banking hous-
es i nsist upon guarantees of payment from the borrower, 
but these credit institutions like to feel that at the 
time of meet ing the loan, they will not · be called upon 
to force liquidation of a business, or be obliged to 
take over the physical assets of the business for sale 
to the highest bidder, or assume the management of the 
business. 
Bankers like to feel that the individual to 
whom they have extended credit, will live long enough 
to continue the operation of the business so as to insure 
a regular income and adequate profits. And to so me ex-
tent, the possession of life insurance policies assures 
them of this fact. Knowing that an insurance co mp r ny will 
take the borrower as an insurable risk, is ordinarily suf-
ficient proof for the banking house in so far as longevity 
is concerned. Likewise,banker s take cognizance of the 
reserve built up in the policies which is often sufficient 
to tide over an unexpected emergency of the businees. Es-
pecially in the event of death is the creditor protected. 
Assets uf the business remain intact. ]1urthermore 
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should a borrower have only his business to offer as 
security or collateral for a loan, he will find tha t he 
has to put up a grea t deal more than would ordinarily 
b e necessary were he to carry adequate life insurance. 
It is our opinion, therefore, that just as de-
preciation of property or machinery is charged of f, so 
should a similar replacement fund be built up to replace 
life values. A borrowers reputation may be good, but 
his death will tie up funds and handicap the manag ement 
in the process of .placing the business on a new basis. 
In consequence, bankers and credit institutions are 
skeptical and cautious in extending additional credit 
until such time that the concern demonstrates its abili-
ty to carry on. Although bank s do not like to demand 
pa yme nt at such a time, it is to their interes t to do 
so. Time spent in clearing U }J a situation of this k ind 
is costly to the creditors of the business and it i ncurs 
a distinct loss to the estate of the deceased. 
A new vo gue for organizations in the issue of 
bonds, is the attractive guarantee to bondholders in the 
life insurance placed on of ficers and active memb er s, and 
especially those instrumental in carrying out the pihlicies 
of the company. Thus creditors are assured of payment 
i mmediately upo n the readjustment that follows a deat h , and 
this is especial l y true in cases where a few energetic 
people start a new business and t heir presence is n ecessary 
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to retain a stragetic position in their commercial field. 
Their insurance is usually in the form of a fle«ible 
contract and provides for a complete or partial cash 
reserve for bondholders who have invested their money 
as much for confidence they have in the leaders of the 
enterprise as they have in the reliance that the bonds 
will be met at maturity. Such a practice creates and 
it increases confidence on the part of the creditors. 
Life insurance to some business men has become 
an indispensable factor in their credit operations. In 
the case mentioned above, the insurance gave :promise 
as to the soundness of the investment, and adds to the 
conviction that the officers are acting in good faith. 
Using life insurance ·in this manner helps to dispose 
of a~bond issue at an early date with a comparatively 
low rate of interest. Sometimes the savings in interest 
rates alone meet the premium charged to float the issue. 
The princip~ of caah acc·umulation by life insurance 
applies to the organization as a .whole as it does to 
the individual busi ness man, and the business house ~ 
has an emergency fund ready for use ata mo~ent's notice. 
During periods of business depression, reserves of this 
Q ' w~ 
nature prove ~a boon to the needy, and lS often the only 
means of obtaining rea dy cash~ should the values of 
securities and other collateral depreciate to the 
point where the loan value is negligable. 
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For credit purposes, insurance policies apply 
to the young college man as well as to the busin ess man. 
The college graduate attempting to establish himself in 
his profession will find in his insurance a store of value 
which can be profitably used for the career he has in 
mind. Even while on the road of training , he has the 
means or the reserve in his life insura nce to pledge 
agai nst sufficient capital to complete his schooling . 
The economic advantage accruing from the assis -
tance giv en the young college man and inhelping him com-
plete his period of training or in startin~ him on his 
career , is that it allows the beginner to tak e full 
advantage of his youth f or an early start. I n so far 
as the security behind the investment is concerned, its 
value is increased twofold, once by the increasing cash 
reserve in the policy and t wice by the assurance tha t 
the loan will be returned at an earlier date than i f the 
young man were obliged to depend entirely upon his own 
initiative and his own resources to finish school and 
start his professional life in a successful way . 
Since the i nsurance policy is a s signed,at t h e 
time of the loan ,to the lender, we find that in the 
event of survival of the insured, and after the loan 
has been repaid, that not only are the policies still 
iti force and revertable to the insured, but that he 
98. 
retains all the advantages of life insura:[lce ta]fen out 
an an early a ge. Low premiums only woul<i"~have to _lle 
paid, and the policies would have an appre6iable amount 
of reserve accumulated because of the early start. 
For all activit ies similar to that of the 
college student, life insurance on hte part of the active 
persons , helps to ext end and to build up credit. Life 
insurance speaks for the character of the insured and 
it strengthens character because of the qualities nee-
essary to carry life insurance. It takes determination 
to save over any great period of time, it requires 
c haracter for anyone to live within their means and 
still provide for t he future, it shows t~e mett l e of 
a nyone who mrutes a sacrifice in part of their present 
earnings in order to guraantee certain benefits to 
others. It creates confidence and eliminates worry . 
To summarize these points on life insuranc e 
as an important factor in credit transactions, we note 
how it adds to the value of physical properties by 
capitalizi ng the money value of character a.nd leadership 
in business men, and how it i nv i gorates and makes 
stronger the credit foundation of all commercial loans. 
It is one of the very few method.s whereby intangible 
values may be converted into banking assets. Even 
alone, it creates a source of credit for financing, 
which i£ of particular si gnificance when tangible property 
is unavailable for collateral security. 
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Part III. 
The Tangible Investment. 
1. The Investment Problem. 
Wealth Conservation and Social Progress. 
No particular point is gained by giving a de-
tailed discourse on man •s early industrial activities 
to show how closely interwoven they have been with his 
social progress. But it is to the point to state that in 
any review of man•s early history, we note to what an ex-
traordinary degree man has had to confine himself to the 
task of eking out a living. ~xistence from day do day 
depended on the expediency applied in solving the prob lem 
of finding the necessities. These things demanded of him 
an absolute devotion of all his energies. Family life 
was primitive, and social life sacrificed in order to have 
time in seeking out the necessities. 
Today we accumulate the means for the purchase 
of necessities. Vhere the prinitive man had to spend his 
time in contriving means for their conservation, we have 
time to spare in which we can foster family and social 
life. However many problems that confronted him in the 
matter of conservation are still very prominent in our minds. 
Our pmone ers in the field of commerce learned 
that family life and collective interests were the best 
methods for the protection of their individual property. 
One of the outstanding advantages was the time gained by 
which men were more free for investigation and collection 
of desirable things. As families grew into clans and clans 
expanded, they achieved an effective means for guarding 
property. Becoming united, they became strong, 
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Com-
mon objectives united them into a single family. As 
a result they had greater guarantees for the safety and 
preservat ion of their individual we~lth accumulations. 
] 1rom within the tribe: .:·· ~ or the nation, as the 
case might be, arose the strong men who by nature were 
outfitted for the task of protecting their wealth and 
assuming the leadership in the protection of their 
neighbors possessions. Numbereus men of this type meant 
preeminence in the field of conservation and greater 
assurance in the field of battle and conquest. It led 
to specialization, and in all probability, skilled fight-
ing was the first of man's specialized activities. Ban-
dits became mercenaries, while the combining of forces 
under the head of some one rich and strong leader soon 
built up a formidable array of men specialized for the 
work of conquest and protection. 
People who accumulated wealth bought protection, 
and were found to be prosperous. They throve well. There 
was time for education and a means for furthering social 
welfare. Commerce with other people was promoted. Living 
conditions i mproved and as the well-to-do became more 
waalthy, they flourished and became a vigorous race. 
Wealth conservat ion and social progress have 
kept pace hand inhand. One has not advanced without the 
other. Those with resources derive greater benefits be-
cause they are able to enjoy life by employing their wealth 
for the things that give them freedom from care. 
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w·ealth Conservat ion and Specialized Labor. 
The specialization in labor that sprang up 
rapidly with the progress of peo ple, came from the need 
of prof icient craftsmen. If leisure and time to spend 
earmark ed people with a competency, then to attain these 
ends it was necessary to acquire expertness in some 
career or engage those of particular aptitude and capac-
ity for the task in hand. Soldi ers of fortune, and 
warriors were specialized trades since the men so en-
gag ed had attained ow were endowed with the faculties 
for this trade. Undoubtedly they were the first of 
the specialized trades because of the need for strong, 
valient men to protect the wealth earnered by others. 
For a share of the wealth, or for a salary, they would 
undertake the care and preservation of what had been 
gathered. They excaang ed their ability, or rented it 
out. · 
Today, because of the high order of our social 
and econmmic structure, the soldier has been replaced 
to some extent by the banker, while the investment coun-
sellor has taken the place of the guard. Their speciali-
zation comes from esperience, competence and the ' need 
for the proper care and investment of wealth· e are 
enriched so much by their leadership and by the guiding 
rules employed to conserve and by the principles to en-
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courage thriftiness. Artful manipulation of financial 
affairs means as much in conservation today as did the 
careful selection of guards many years ago.· 
Our world is a working world. The more work 
there is for men to do at a pr ofit to themselves or to 
their fellowmen, and the more skill they have in the per-
formance of their labors, then the more time they have 
available for the enjoyment of other things, and the more 
industrious and thrifty they can be. Every man has to 
give up something in order to gain something else. If 
his wants are many, he must increase his means f or satis-
fying them, or his skill so that he become more valuable 
and reaches a higher earning capacity. His increased 
earnings and his higher standard of living, however, 
must be attained by cooperation with other workers and 
with due regard for their problwms. The riches he can 
use are the result of the efforts of other men, and the 
greatest improvement to all men is determined by the de-
gree in which they cooperate and work together for the 
common good. YUlowledge by one man of machinery is of 
less value to him than if other men helped him employ 
the machinery in the production or transportation of eco-
nomic goods. Gold had little value until a use had been 
developed for it by a great many other people. The great-
est use of machinery, of goods, of land, of labor, comes 
only from their use by experts, men who by experience can 
conserve them and perpetuate their use for others. 
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Wealth Conservation and Investment. 
The problem of the individual with wealth lies 
in seeking the best means for conserving it, and to this 
end he applies the services of skilled men. Investment 
calls for careful conservation with possibilities of 
cap ital enhancement. But the point of view of the in-
vestor is inf luenced entirely by the mmount of his ~e­
sources and t he use he intends to make of his wealth 
when it returns to him from the field of investment. 
Those who have a surpl~s over and above their 
needs and who feel that a risky venture may turn out 
to be very profitable, can speculate . on their chance 
for success. But the number of men who may hazard their 
fortunes are co mparatively few. Greater in 1;1.umber are 
those who must give grave consideration for the welfare 
and happiness of their family and those dependent on 
them. Investment is a serious problem to these. 
Investment problems are usually three fold. 
First, to obtain a certain and dependable i ncome for a 
definite period of time. Second, to preserve the prin-
cipal, not only for the purposes of inheritances, but 
alo from the point of view of society, that conserving 
individual wealth is the conservation of society's wealth, 
since wealth used in this sense is the utility of soci-
ety's resources available for the individual's use 
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at some future time, and at his demand •. Third, to augment 
the princ i pal sum by investment so that periodically the 
capit el increases. This requires investment knowledge 
by the individual, but more often it entails dili gent 
savings and common sense in the scale of living . To in-
vest wisely, one must not run unnecessary risk and in-
cur the dangers of unexpected losses. 
But in cormection with these problems of i nvest -
ment and conservation are other questions of importance . 
Two of the most important, and to which business men 
and economic thinkers have not as yet found an ent ir ely 
satisfactory answer, are the problems of the fluctuating 
dollar values, so that the principal or the income repre -
sented by purchasing power, does not vacill ate from year 
to year. Second, that of a stable government, so that 
the citizenry can have conf idence in the media that rep-
a 
resent wealth and reliance in the stability of govern-
ment that guarantees protection to investment and securi-
ty to the owners of property and \\realt h. Assuranc e in ( 2) 
(1) Valker Van Riffle, "Investing for a Widow", 
Barron's National Financial W'eekly, 1926, pages 1-9. 
( 2) Charles E. Brundge, "Investing for a lidow", 
Barron's National Financial Weekly, 1926, pages 11-12, 
inclusive. 
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these two factors give the laborer the feeling that he 
is not being penalized or handicapped, and the capital-
ist the feeling that he is not being defrauded of his 
possessions, his income and wealth by the instability 
of the government or the insecurity of its financial 
management. (3) 
To invest properly is truely conservative in-
vestment for it places wealth in a manner that shields 
it and guards it against disintegration. But in con-
serving, it serves its purpose best when it is used vnth 
talent in helping others, and it is invested best in those 
channels that carry trade to and from the various peoples. 
If conserved as a miser hoards his money, it dees little 
good to anyone and lies buried as it did in the begin-
ning. So we use conservation to mean thrift, investment, 
and a means for promoting commerce and the intercourse 
between people. In its narrow sense, it means greedi-
ness, which breeds discontent and envy; in its broad sense, 
it means thriftiness and usefulness. 
By means of conservation and thrift, investment 
and savings, we have developed our commerce, empowered 
credit, broadened human relations, elevated the standard 
of living, widened the field of industrial opportunity, 
and in every way have helped the human race. 
(3) John .l:!:mmett Kirshman , nPrinciples of Investment", 
Pages 837-838, 1926. 
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The ~ualit~es of Desirable Investments. 
The benefit we receive from an investment is 
the use to which we have put our money and wealth. Worth 
of investment depends upon ourselves. (1) By misapply-
ing or misdirecting the power of wealth we leave ourselves 
poorer thanwe were, for- we have injured both ourselves 
and others. It is in the choice of suitable paths for 
t he direction of our fortunes by which we derive the 
greatest benefits. So that behind our thrift and con-
servatism must be the talen that properly directs the 
potential energy of wealth. For this tale~we go to 
those who specialize an the problem of investment and 
the management of wealth. Such men with talent have set 
up rules by which they guide themselves in the problems 
of investment. 
According to the best authorites, the quali-
ties of desirable investments are to be found in the 
following order, arranged according to their importance. (2) 
1. Security of Principal, or the guarantee of 
capi t al safety against dissipation and waste by i nexper-
ienced managers, or from schemeing financiers. Security 
entails the investment in some legal enterprise that aids 
commerce, and that has very little risk attached to it, 
and safely ensconced in the hands of homewt, capable men. 
(1) Edmund Lane, "The Value of Thrift, page 96, 
1927, G. P. Putnam's Sons, New York. 
(2) John P. Davies, "An Insured Investment", page 
67, F . s. Crofts & Co., New York., 1930. 
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2. Stability of Income.- A permanency of in-
come by the promise to pay of a well established concern. 
An income that does not fluctuate, but remains constant 
and dependable. 
3. Fair Income Return.~ The interest or period-
ic profit on the investment should be large enough to 
make the investment attractive, and reasonable enough to 
make the income reliable. There should be every reason-
able expectation that the return on the investment will 
continue indefinitely and without interruption until the 
maturity of the contract. 
4. Marketability.- An occasion often arises when 
it is necessary to sell a part of one's holdings, or put 
them up as collateral for a loan. This privilege is not 
available to the holders of non-marketable securities,for 
none want paper wealth which cannot be realized upon in 
the event of an emergency. The securities should be mar-
ketable in a place that is well known and accessible to 
the general public for it assures, generally, a wider de-
mand, quicker turnover, more accurate information and 
greater reliability on the part of buyer and seller. 
5. Value as collateral.- The more liquid and 
marketable securities are, the value they have as collat-
eral for loans. This is the general rule. The highest 
form of l i quid collateral is cash or government obligations 
if the government is in a sound financial condition. One 
of the poorest types is a non-liqmid or frozen assets . 
los. 
'These are difficult to convert into cash when needed and 
usually require a long period of time before they can be 
turned into more li quid assets . Land which is intemded 
f or use as a residential secti on , pictureD and portraits 
in the mak i ng , and railroads in t he mak ing are examples 
of assets that haven 't the market value at the present 
time that will be possible at a later date. Goods on the 
shelf and buildings that are not being used for comner-
cial profit are examples of frozen assets . 
Tax Exemption. - One of the heaviest penalties man pays 
on business profits is in the f orm of taxes to his city, 
state and government . If he can invest in s ecuri ties 
that are tax exempt, he may rightfully include in his 
earnings that sum which is saved by the exemption. That 
is why we often find tax exempt securities offered at 
a lower rate of interest t han would ordinarily be ex-
pected. 
7 . l!.reedom · . f rom Care.- We have pointed out the ca re 
and worry that accompanies the conservation of wealth . 
To have money invested in securities or business activi -
ties that exempt the individual from worry as to the 
safety of the fund, and from care in its management, 
is a i'ortunate circumstance and one·that is worth a 
sacrifice in part oi' the earnings to have ac c omplish ed. 
8. Acceptable Durat ion.- It is entirely too often that 
we have to consider bonds for investment purposes that 
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do not expire f or fifty years or more. In only a few 
instances are bonds of this type suitable for the in-
vestor. It is better to have a shorter perio d of time 
so that within the li f e time of the indi v idual there 
can be a shift from one form of investment to another . 
This practice is not inadviseable since the good i n-
vestment of today may change very quickly into the bad 
inv estment of tomorrow . On the other hand there ate 
opportunities where the time el ement is but a few days 
or months. For the av erag e i nvest or this is too short 
a p eriod because it requires too much attention in 
shiftinp constantly the f unds from one thing to another. 
9. Accept ab le Denomination.- Banking houses invest ing 
money fo r their own pur poses prefer certif icates of very 
large denominations, and when a syndicat e underwrites 
a gover1~ent issue, the denominations are usuall y so larg e 
that t he everyday investor could not possibly partici pate 
in the issue . On the other hand, stocks may be bought 
on the exchange as low as a cent a share, and even lower. 
If one has a $100 , 000 to i nvest , he would prefer having 
certificates of l arge denominat ion rather t han having 
in his possession shares of stock to the number of ten 
million, which is the number represented at a cent a share . 
10· Potential Appreciation.- (~) This factor is pl a ced 
( 3 ) Ibid. The arrangement of these elements are 
considered very differently by various authors. There 
is hardly a student on this subject that has not his 
distinctive opinion. 
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last, although from the fiewpoint of th~ speculator it 
is the most important ob ,jective •• But as we have al-
ready indicated, a distinction is clearly made in the 
mind of the investor as to the purpose of his commit-
ments, and whet her the intention is to gain by a moder-
ate, conservate income or by sharp capital promotion as 
• 
found in stock speculation. I f the intent is to safe-
• 
guard the principal, t he capit a l f und should be direct-
ed into the field of bonds, mortga ges and insurance • 
They provide greater certainty as to safety, mark etabil-
ity, and guaranteed collateral value, although they too 
vary greatly dependine upon the quality of collateral, 
the type of busi ness, the condition of economic affairs 
at the time of investment, the superiority of manage-
ment, the severity of governmental regulation, and sta-
bility in . the market that inf luences the price paid 
f or the raw ~aterials and the price received for their 
finished products. 
In contrast to the conservative forms of in-
vestment, there are the opportunities ana offerings from 
every conceivable quarter that promise rich rewards to 
the investor·, and rapid enhancement in capital values. 
But this is correctly called speculation and involves 
risk as to the safety of the principal. The risk is 
usually in proport~on to the amount of anticipated profits. 
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Types of Conservative Investments. 
Rapid growth and development of American com-
mercial affairs during the past quarter of a century 
has caused many quick changes to be made in the handling 
of these new and enlarged activities, and has brought 
about at the same time many new opinions and theories 
in regard to the question of investment. The ideal invest-
ment in bonds of a half century ago is, with the exception 
of a few cases, no longer as sound an investment. Promis-
es of governments, municipalities, and those of tremen-
dous enterprises furnishing the necessities of life, have 
failed to have been kept. It is with a great deal of 
skepticism and suspicion that money is placed into se-
curities of any kind since it has been found that the 
strongest institutions are often unable to meet their 
obligations or the interest upon them. 
Therefore, when we are confronted with the 
question of wealth disposition so as to guarantee the 
safety of principal and if possible to secnre a definite 
and certain income, we have a problem that has been al-
most impossible to solve, yet it is in many respects 
no different from the dilemna facing our forefathers 
to the further most generation. To eliminate the uncer-
tainties, it would be necessary for the investment to be 
unaffected and not in the least changed by new events, 
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by economic developments, social changes, or government-
al politics and r egulations. Freedom from the disaster-
ous effects of war is a dream of the Utopian, even as 
is the common hope that blights, floods, and other acts 
of God shall not affect us. So unsure are we of tomorrow, 
so insecure, that one hhange from the usual order of 
. things can deplete the wealth of an individual, or that of 
a nation to the point of impecuniosity and destitution. 
When railway bonds were at the height of their 
popularity, they were considered a prize for conserva-
tive investors. But now they are found to be not as i-
deal as t hey were because the changes in our industrial 
life have invoked certain speculative features in them 
that make mazardous the safety and conservation of the 
invested funds. They were rated among the highest by 
investment couansellors because of the sound security 
gehind them, and because it was believed that the trans-
portation system would outlive far other industries. But 
the form and kind of transportation faciliti es are chang-
ing, and this fact in addition to the depressive business 
condition of the country have carried ralway values far 
below previous levels. 
Outside of this fact, however, there are cer-
tain elements in regard to the bonds of railraods that 
indicate their sensitiveness to the change in values 
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of other securities. For this reason we cannot consi d-
er their bond as the highest type of conservative invest-
ment. The best selection of bonds in 1907 would show 
during the twenty-two years tha t follow, decided f lue-
tuations in marke t values, in many cases as much as 
thirty-five percent fro m par. Yet they were treated 
as being the best, influenced probably by their ea r n -
i ng record and by th ei r future possibilities. The bond 
holder v entured his money in a form of speculati on since 
the bonds meant a gain or loss in t he capi t a.l sum. 
There is no bond that giv es absolute protection. 
Even the strongest government bonds have disappoint ed 
conservative investors. The f amous and fabulous f ortune 
of the Rothschilds was wasted in a large measure by 
i nvestment in Austrian bonds, while the American bankers 
and p eople have dissi pated an unprecedented amount in 
t h e promises of foreien governments. Bond inves t ment 
by the Am eric an people may be estimated from the fo llow-
ing fi gures. Of the total bond issues listed on the 
New York Stock Exchange, 1,602 in number, (1) with a 
par value of ~52,547, 000,000, and a market value of 
~39 ,512,000,000, more than ~10,000,0UO,OOO was repre-
sented by f or ei gn bonds, after they had suffered a dro p 
in value of more than 06,790,000,000 i n a period of a 
year ending Decemb er 31, 1931. 
(1) John A. Crane, "Bonds and the Money Market in 1931", 
published by the World Telegram in their 1932 Almanac. 
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Experts agree that is is impossible to select i nvest -
ments wi th any degree of certa i nty tha t will gua rant ee 
pri i~ C l l;al or income for an indefinite period of time ., (2) 
( 2) Solomon Huebner, "Life Insurance", page 22. 
In t he article by John A. Crane, (reference 1) 
there was pointed out as si gnificant, the definite re-
ver sal of positions occupied by the bond s of the rail-
roads and utilities, "the latter displacing rails in 
premier ranking". During 1931, railroad bonds and notes 
were in default of ~260,700, 000, and though the utili-
ties displaced them in relative position of importance, 
they too suffered defaults of $371,100 ,000. 
Of the tot al investment in bonds listed on 
the New York Stock Exchang e, t he United States Govern-
ment securities represented more than $15, 000, 000, 000, 
forei gn count ries, $10 ,000,000,000, the United States 
railroads $ 7,300,000, 000, the United States utiliti es 
$D,200~0?,000, industrials ~2,500,000,000 and f oreign 
firms wl,300,000, 0 00. 
Reaqtion of sound securities to political 
news can be gleamed from the following paragraph taken 
fro m the article writt en by Mr. Crane.-
"Speeches a gainst the Soldier Bonus Bill by 
Treasury off icials early in February so alarmed t heir 
financial audiences tha t Unit ed States Governmental 
bonds wer e freely sold. Treasurys and Libertys, thanks 
to l ow money rates and investors' fears of anything ex-
cept the safest sort of security , later sold at highest 
prices in several years" 
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Among the changes during the past hundred 
years that have occured in the management of wealth has 
been the attitude toward the pooling of resources f or 
the purpose of investment in various enterprises and 
in different localities. An example of this popular 
idea is expressed in the United States by the Building 
and Loan Associations who specialize in the granting 
of laons. Their resources are backed by mortgages 
on homes and buildings in many cities and of many types. 
By spreading the risks among cities of various interests 
they incur less risk in their investments than do the 
individuals who hold single mortgages on separate par-
eels of property. 
Their growth has been steady and consistent (3) 
but nevertheless they too have suffered losses for chang es 
in property values or default in payment on notes by 
debtors have affected their resources proportionately 
as much as the independent mortgage holder. If we may 
include their losses in the default on real estate cor-
poration bonds, the total for all real estate bond de-
faults amounts to $251,000, 000 f or 1931 in the United 
States, (4) 
( 3) 
League of 
ported by 
( 4) 
H.F. Cellarius, Cincinnati, Secretary of u.s . 
Local Building and Loan Associations, as re-
the World Tele_gram Almanac f or 1932, page 336 . 
World Telegram Almanac, 1932, page 165. 
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Memberships in the Building and Loan Associa-
tions have increased from 1,500,000 in 1900 to more 
than 12,350,000 in 1930, while the resources have jumped 
in the same period from $571,000,000 to more than 
:jji 8,800,000,000. (5) Their growth and popularity would 
seem to indicate .a desire on the part of a great many 
American people to place their savings and investment 
funds under a plan of cooperative risk where the danger 
of loss through misdirection would be as small as possi-
ble. Participation in a cooperative association elimi-
nates the danger of loss through the holding of any one 
p iece of property, and in comparison to bonds of the 
average type, there is less chance of irregularity in 
prices. Real estate prices may fluctuate, and in some 
instances, due to extraordinary conditions, their values 
may drop 'out of sight', but in a cooperative associa-
tion the individual loss would be negligable, because 
the tot,al loss is distributed among all members. Besides, 
in theory at least, the loss would be offset by gains 
on other pieces of property. 
(5) Ibid, page 336. The table shows the number 
of -associations, the membership, total assets, and 
average per member for the years 1900 to 1930, inclusive. 
'l'he average per member increased from $382.15 tn 1900 
to ~714.81 in 1930. 
118. 
While t he building and loan associationsspec-
other 
ialize in property values, ther e are associations that 
specialize in th e investment possiblities of industry 
both native and foreign . They spread their interests 
over a wide area including many diversified kinds of 
industries located in various part of the world. Should 
misfortune overtake any one enterprise, the hope is 
that gains in the other investments will make up for 
the loss, of if disaster strikes a country, the loss 
occurring may be distributed over so many interested 
parties that no one will suffer a great deal. 
This type of industrial activity is now a very 
large one. In the year 1930, investment trusts, compan-
ies and trading corporations, financm, holdine and mis-
cllllaneous companies floated bonds to the extent of 
$ ?56,500 ,000 while in the very unpropitious year 1931, 
more than $104,60 0, 0 00 in bonds were floated. These fig-
ures are for the United States alone. (6) 
Facts presented so far in regard to investment 
in bo nds, mortgages , building and loan associations, 
investment trust and etc., have been with the idea 
of emphasizing the great need for an outlet to investors 
that will insure them of safety for their principal, 
a guaranteed income, stability of values, ani a mark et 
(6) Ibid page 164 . 
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for the security, and how the investors in conservativ e 
securi t ies have been leaning mo re and more toward the 
associative and cooperative form~ of investment. The 
trend toward bonds of large national organizati ons that 
held financial interests in all parts of the country 
gradually swung to the type of investment tha t represent-
ed an interest in many indust ries, or i n a form t hat 
gav e an equity in the same i ndustry but scattered through 
out the country, each parcel being under separat e manag e-
ment. 
The leaning to thi s f orm of i nvestment found 
itself fully developed in the opportunities of the life 
insurance companies . Their i nvestments, in which t he 
policy holders of the life i nsurance compani es have a 
part, a~e so wid e and tremendous in their scope, that 
they include prac tically ev ery phase of Am erica ' s indus-
trial activities . Only one element has been considered 
lacking in the investment by insurance companies to mak e 
theirs seem to be the soundest and saf est of all invest-
ments, and that is the lack of pot ential appreciation 
in t he i nvest ment. But a s will be borne out by figures 
and positive facts in t h e section following, this dis-
advant ag e in the investment in life insurance is not 
entirely missing , and life i nsurance may be considered 
wi sely and prudently fr om the viewpoint of pure investment. 
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2. Life Insurance as a Conservat or of ~ ealth. 
WEJ>LTH. 
The wealth of the Uni ted States in 1929 was 
by 
estimated as ~361,800,000,000, and was made up valua-
tions on real property, livestock, farm i mplements and 
machinery, manufacturing plants, tools and impler.:1 ents , 
railroads and t heir equipment, mot or vehicles, street 
r ai lways, and a miscellaneous li st of other forms . (1) 
No country can even quote a fi gur e to approac h this 
am ount. The enttEe Uni ted Kingdom offers as an official 
fi gure the amount of $90,000, 000 ,000 and the Britfush 
Empire in 1917 had about 130 millions. Japan i n 1928 
was offic ially stated as havine about 51 billions i n 
national wealth . 
No estimate is made on t he value of individual 
initiative and ent erprise t hat made these f i gures possi -
ble. Or on the thrif t that prov ided capital for the pro -
motion of industry , or of th e mental capac ity or i ntelli-
gence that converted raw ma terial into useful comr:Jodities . 
Nothing i s sa id of the craftmanship, c oopera tion,savings, 
labor , sacrifice, and promotion that went into the mak -
i ng of wealth. '~ eal th acc ordi ng to the stat i stician is 
based only on the tane i ble, what one can see and feel, 
what one can obtain for the weal th i n the open mark et . 
It is work t hat creat es wealth, not the abundanc e of r mv 
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material or the number of inhabitants. South American 
countries are rich in the quantity of their resources 
but are comparatively poor nations because they have 
_not converted their resources into greater wealth. China 
overflows with millions of people, but their condition 
is incontrovertible because they waste away their poten-
tial wealth by their own lack of knowledge and incapaci-
ty for commercial enterprise. 
'11herefore wealth is more than_ mere tangible 
property. A suit of clothes signifies not just raw 
material, but design and labor, skill and efficiency, 
cooperation of the workers and careful management. It 
required plans and foresight and thrift. But the great-
est wealth a nation can have is talent, and with talent, 
industry. A nation of people capable of invention and 
discovery of new things or new uses for old things is 
a talented nation. If with their talent they have in-
dustrious habits, then they are the wealthiest. With 
talent and industry, the wants and desires of people 
can be satisfied, more wants and satisfactions created, 
until there be no bounds or limits to the industrial 
progress. 
As more and more people attain satisfaction 
of their wants, we find that they want these things in 
nicer form, better, finer and more beautiful. Therefore, 
talent and industry encourages art and appreciat ion of 
the beautiful. An in these things lie wealth also. 
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Wealth Conservation and Life Insurance. 
lndividuals having acquired wealth look about 
for a safe means for conserving it and perpetuating it 
for the use of their family and heirs. They face the 
perplexing questions of impermanency of accumulations 
and the instability of the units that represent wealth. 
Preservation in whole of one's wealth .has been 
an uncertain and doubtful process. Until recently there 
has been no method whereby an individual could safeguard 
his possessions or maintain his income intact against the 
ordinary exigencies of economic life. It would be inter-
esting _ to note at this point what Judge Thomas Mellon 
has to say relative to the difficulty of wise investment 
and wealth conservation. In his autobiography, he com-
ments as follws: (1) 
"According to my experience, it is more diffi-
cult to keep wealth when you have it than to accumulate 
it. Fluctuations in value, panics., unjust laws, maladmin-
istration of justice, frauds, accidents, and the constant 
importunities of schemers, as well as grinding taxation 
and other influences, tend constantly to the disintegra-
tion of wealth. More especially so at a period of life 
when the masterly spirit is weakened and the stimulus 
of success no longer allures to renewed exertion and we are 
more inclined t o repose than activity . I n that condi-
tion we mor e likely to lose than gai n . I now no long -
er wond er at so many of my busi11ess cont emporaries who 
have a c quir ed wealth in the prime of life, letti ng it 
slip through their fingers in old age. 1 ithout prudent 
chi l dren and others competent to guard i t , it i s a 
natural consequence that a man ' s wealth will begin to 
waste away vdth his menta l and phys ical energies . " (1) 
I t has been pointed out to what degree of 
succ ess the associative and cooperative enterprises 
have accomplished in the matter of inves t ment and the 
conser vation of wealth. They have not been ab le to 
prevent the lo sses that occur because of th e varying 
and changing aspects of ·our eco nomi c life, but they 
have been ab le, by the very nature of their organiza-
tion , to so disseminate the r i sks, that the burden 
from loss has fal len on no one indivi dual, but in a 
sme,l l way upon a great many. We have sugg ested t h e 
service that l ife insurance companies perform f or in-
vestors by the scatt ering of inves t ment risk to the 
four co rners of the nati on. 
I n f act, the American life insurance companies 
off er partici pat ion in the largest pools f or the diver -
sification of investment risk, a nd at the same time offer 
t he choicest opportunities f or safe and sound inves tment~. 
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At the present time more than 122,212,000 policies have 
been issued by life insurance companies bearing a fac e 
value of $107,948,700,000. (2) Payments during 1930 to 
policy holders were $2,246 ,700,000 while the income of 
the companies during the same period of time was more 
than ~ ,593,900,000 . Assets now total ~18,879,600,000 
and their surplus amounts to $1,017,000,000. Out of 
every hundred dollars invested in financial circles, it 
has been estimated t hat at this time more than twenty-
five dollars is placed by insurance companies . 
Since there are so many sharing in the plan 
of life insurance, the c6st to each member is relatively 
slight, while the benefits remain numerous and unaltered 
except for the bett er. Very fortunately for thes e in-
vestors their money can be invested in life insurance 
policies without fear of corruption or gross mismanag e-
ment . Legislation and state supervision, better business 
policies on the part of the insurance officials have in-
creased the confidence of the investing public in the 
aptivities of ir:..surance companies and. in the benefits th&t 
can be derived :from. Leaders in these large insurance 
(1) Judge Thomas liellon in his autobiography as 
q\l.Ot ed by John P. Davies, in "An Insured Investment ", 
Page 35, F . S. Crofts & Co., 1930 . 
(2) "The Spectator", an insurance magazjne, from 
whi ch the World Telegram Almanac quotes its figures. 
page 485. 
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companies now insist on fair and honest dealings with 
their policy holders, and are firm in adherence to a 
program of honesty and conservatism. Insurees are there-
fore guarantted the safety of their principal by a meth-
od that has not as yet been excelled. Conforming with 
the prearranged plan of the insurance company, the mu-
tual holders of insurance contracts know that they at 
last have a method that assures them of a guaranteed 
income as long as they live, or as long as the terms of 
policy provide. Pincipal and income, in both cases, 
becoming more certain than by any other plan devised by 
man. 
of 
Arguments advanced in favor other forms of 
investment in preference to insurance because there is 
more opportunity for profit making are immediately re-
butted by the fact that there is just as much likelihood 
of loss. A balanced investment program including the 
conservat ive and semi-speculative investments seldom 
yields over a long period of time more than the average 
return on a single sound investment. 
Average investors, who have not a keen insight 
into market values or security price movements,are hardly 
competent to select with proper care the investments for 
the conservation of their wealth. Even gilt-edged bonds 
and well secured mortgages carry an element of risk that 
is sometimes out of proportion to the profit expected. 
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On the other hand life insurance investment 
possesses a crea tive aspect not available in other forms 
of investment and that is the absolute safety of princi -
pal in comparis on to al l other forms of investment. One 
proof of this statement lies in the fact that t h e sol -
vency record of legal reserve insurance companies is 
unexcelled by other institutions, while at the same time 
the return on the investment has been on a par with 
other i ncome producing securities. This phase of the 
i nvestment comparis on will be treated i n a later section. 
The policy offers "an ideal spread of risk, avoids for 
the policyholder all dangers of individual selection and , 
aside from the making of his pr emium depsoits, relieves 
him of all managerial care. It ie non-fluctuating in 
pric e, convenEient in its installment method of purchase, 
and , unlike any other inst al l ment investment plan, pr om-
ises that all the unpaid installments wi ll be fully and 
, promptly realized in case of the purchaser's death. In 
fact, .judged by all th e requisites of a good investment, 
the life insurance investment is 100 percent . I t is 
ideally designed to prove highly creativ e to the indivi-
dual in that it not only conserves the funds he has al-
ready accumulated, but makes them grow with absolute 
certainty and at a rate of reasonable speed". ( 3 ) 
( 6 ) Solomons. Huehner, "The Economics of Life Insurance", 
Pae:e 149-150, D. Appleton and Company, NevvYork, 192'7. 
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• 
If we apply the rule for desir:eable invest -
ments to li f e insurance, we have a reasonab l e basis for 
comparison between the ordinary form of investment and 
that of life insurance. 
Outstandi ng among all reasons for thinking of 
life insurance as arllesirable i nvestment is the safety 
of principal. I nsurance companies have unusual stabili-
ty due princi pally t o their scient ific reserve fund and 
the ace eptanc e of risks :.only when they cor.1e up to 
standa rds s et for medi cal and moral risks . Th ey have 
a margin of twenty- f i ve to thirty - five percent betwe en 
t h e requirement s of mort a lity margins and their own 
i nterest earn:ng s. They are supervised wi th exactinf 
closeness in r egard to th eir metho d of operation by 
n early every state in the United States, and t he super-
vision of their inves t ment; i s clos el y covered by stat u t e. 
Between their mortality requirements and t heir incon e 
from i nvestments a nd premiums due, they have a marg i n 
hi ghly in the i r favor . Bes ide these arguments, ther e 
is a policy of'publicity i n refer ence to theii finan-
. 
cial affairs, that removes the last shred of doubt fro m 
the minds of prospective investors. "Life insurance, as 
constituted today, is inherent ly non-specul ative with 
regard both to the hazard of mor t ality and t he risk of 
investment. 11 ( 4 ) 
( 4 ) Ibid Pag e 153. 
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Investment by life insurance companies of their 
resourdes in legal enterprises that aid i n the develop-
me11t of state and commerce has been an outstanding fea-
t ur e of their investments . I n 1926 , their mortgages on 
farm propert ies wer e about 16 .5% of their total invest-
ments , while city mor t gages were approximat ely 26 . 3%. 
Their portfolio held 4 . 1% United States Government bonds , 
2.9% domestic, state, county and munici pal bonds, 2.2% 
Canadian Governnent obligations, two tenths of one per-
cent foreign government bonds, 20.5%· railroad bonds , 6.91b 
public utility bonds , 1.8% real estate, 12.1% policy 
loans e.nd premium notes. ( 5) 
Life Insurance investors receive a fair in-
come return with assurance of the greatest stability and 
permanency. Past experience shows that they have not 
received less than the regul e.tion 3-?i-% guarantee income 
while the records indi cate that investors have on the 
averae:e earned closer to 4-~7& and 5%. In view of the 
fact that there are over 14 ~British Life cor!Ipani es more 
than 100 years old, 48 over ?0 years and 80 over 40 ( 6 ) 
y ears, while in the United States ( 7) <·.·e have one com-
pany 170 ye~rs old , 4 more than 90 years old, 8 over 
6 years, 5 over 70 years~n~ over p O years, it is reason-
(5) Ed~ard A. Woods, "The Sociology of Life Insur-
ance", page 261, D. Appleton and Company, 1928 • 
.{ 6) Reference ( 3 ) page 151. 
(7) 1931 Ameri can Underwriter ' s Pocket Chart of 
Life Insurance Companies operatine, in the United States. 
Thrift Publishing Company, 606 w. 115St., New York City. 
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able to believe that life i nsurance companies hav e prov-
ed t~eir stability , and th t their promises to pay will 
be k ept more promptly and for a long er p eriod of time 
than any ot her type of investment house . ( 8) 
Marketab ilit y of the life insura nce policy i s 
well known . For borrowinr- purposes or or out rieht sale 
t her e is al ways a secund party ready to do busi ness . J o 
delay is caused, a nd there is no exDense attac hed to the 
transaction. These privil eges are a part of t he contract, 
and pr earranE ed a ccording to the needs of the investor . 
In contrast to this :form of investment are stocJrs, bond s, 
mort gag es and real estat e tha t have no fixed borrowing 
power, but whose value fluctuat es day t o day. uick bor -
rowi ng is not always possible, because the lower the 
va lues f al l, or the more depres sed the market becomes, 
the les s able is a person to borrow quickly the antici-
pat ed values of the collat erel o·:h pr operty . 
As collateral f or bo r rowing purposes, one may 
obtain i n many of th e insurance companies loan values 
from 90% to 100% of its cash value , with no collater2l 
for the loan other than the insuranc e policy itself . 
( 8 ) Some of th e old er American I nsurance co mpanies 
are the Mutual Benefit whi ch commenc ed business in 184~, 
the I:Iutual Life in 1843, New Ene:land Mutual, 1843, New 
York life 1845, Connecticut Hutual 1846, Lanhattan Life 
1850 , and the Presbyterian Uinisters 1759 whi ch is about 
l7b years old. 
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Access to a ready market for borrowing purposes pro-
vides ready money in the event of emergencies sueh as 
sickness or accident, or the sudden need that sometimes 
crops up in a business. Money is provided quickly and 
without delay. The cost of borrowing that has come to 
be expect~d with such transactions is eliminated entire-
ly except for a nominal interest charge. There are no 
brokerage or bankers fees, no inspection charges or 
accounting delays, or premiums paid for the discount 
practice. ~mergencies are anticipated in the life in-
surance contract. \Vhen the need for borrowing arises, 
there is no complication in arranging for a policy loan. 
Plainly then the policy provides a degree of marketa-
bility and borrow~ng power that other securities do not 
possess. Loan values are available at all timew; when 
business is bad, or when good, whether interest is high 
or low, or whether money is scarce or plentiful. Policy 
loans are unaffected by active stock markets, dull ones, 
normal, abnormal or commercial conditions. Political 
situations have to date influenced the values of securi-
ties but they have directly touched the parity of this 
life insurance contract. 
~ven in the important problem of state and 
federal taxation, policy holders have an advantage that 
all other security holders do not possess. They are 
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allowed at the present time certain exemptions on the 
pro ceeds from life insurance policies, while the move -
ment is under way to free .American people from all tax-
:tdion on life insurance . Inf luential writ ers are lend-
i ng t heir 'in:flu.ence to thi's end. ' · . ,. • ( 9) 
Exemption from care in the management of 
securi t ies is not without its value, and this quality 
iS one of the attributes of life insurance policies . 
Policy-holders avoid t~e danger of individual selection 
of investments by placing their funds in very larg e or-
ganizations whose duty and task is to distribute the 
money in safe and con servative channels. Investors 
. 
do not have watch the market or k eep track of commer-
caal affairs in order to safeguard their wealth. These 
services are p erformed by experienced and trained men 
in investment management who operate ' along scientific 
lines. 
One of the striking advantages of the life 
insurar.:.ce _policy from the investors point of view is 
(9) See Reference 5. Chapter X, pages 281-302. 
"It is a paradox to have poor taxes and life i nsurance 
taxes existing side by side; the one levied to care for 
those who have been left destitute, often by those who 
did not insure, ahe other to penalize those thri~ty in-
dividuals who assumed their liabilities by life insur -
ance protection." 
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the duration of the investment. Time f or the contract 
to run may be a long or a short one, and the companies 
present contracts in which the time element is entirely 
subservient to the needs of the insured. Uaturity can 
be for the benefit of the insured's family, or for him-
self and the payments can be gauged according to the 
means of the prospect . In one respect, the policy is 
more or less flexible since the amount of insurance can 
be increased to meet the new income, or it can be re-
duced with practi cally very little loss to the insured. 
In other fields of investment, the time element is con-
sidered only from the company's point of view, while the 
investor ha.s to .judge whether or not he can fit the in-
vestment into his scheme of affairs. If there is a 
gr eat demand by others for the same kind of investment, 
he will not be able to increase his holdi ngs without 
paying extra premiums, which is a condition not found. 
in life insurance. If the market is poor and yet he 
has to dispose of a part or all of his investment, he 
pays another premi~m by the loss he suffers between the 
buying price and much less selling price. 
Convenience of the installment plan of purchase 
makes life insurance investment possible in large amounts. 
Yet the convenience of the installment plan makes it 
an attractive plan for the smallest investor. Especially 
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so, since discontinuanceof payments does not bar the 
insured from full title to part of the investment, and 
more especially since cancella tion of payments becau se 
of death or total disability means full maturity of 
the contract just as if al l pa~nents had been made by 
the insured. 
So far in this section t h ere has been poin ted 
out the qualities of life insurance investment tha t 
make it desirable fo r the conser va ti on of wealth. For 
the last element of desirable investment, tha t of po-
tential a ppreciation, we have devoted the next sect ion 
to prove that even in this field, life insurance com-
pares favorably with other forms of investment. Go i ng 
no further, though, it would seem that any investment 
having its principal guaranteed by the entire assets 
of a corporation with hundreds of milli ons as security, 
would be a saf e place in which to deposit wealth for 
safekeeping . The ~lan is more attractive since the 
income from the investment is guaranteed to appear 
periodically and ver y regularly during the entire life 
time o~ the con tract. Another adv.antage we are not 
overlooking in this form of investment is the fact that 
the money once placed in the care of the insurance 
companies is there for the best interests of the insur ed 
and not for the benefit of the company. Consequently 
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there is no need of worry a s to its safety, or anxiety 
as to the best time to sell, or reduce the amount of 
investment or perplexity as to the best course of action 
during times of depressed business conditions. Pr i nci-
pal, income, and the increment of value tha t is expected 
each year, is under this plan of investment, guaranteed 
by a sound and conservative met hod. 
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3. Life Insurance aa an I nvestment. 
Comparison of Bond I nvesetment and 
Life Insurance Investment. 
Advantages of life insurance as an investment, 
outlined in the preceding section, accompany any plan 
of insurance. The si ngle net premium plan however, ex-
eludes the advantages of installment purchase, but makes 
up for this by the advantage of lower net cost over a 
given numb er of years •• Either by installmen t purchase 
or by the net single premium, the i nv estor receives a 
return on the investment that is very satisfactory , and 
whi ch is equal in many · instances to the i ncome received 
from investment in the soundest types of bonds and 
stocks. At this time we make no allowance f or t he flue-
tuations in value that are a part of the ownershi p of 
bonds and stock, or of the worry, fear and management 
that accompanies their ownership . But we do point out 
the difference in the growth of capital accretions be-
twe en the two methods. 
For investment purposes, it has been consider-
ed by many bus iness men . that the best insurance plan is 
the net single premium method, or the outri ght purchase 
of all prem"ums on a discounted basis. Thus one payment 
takes care of al l future payments. Holder s of t hese 
c a~t racts have but to wait until the maturity to reap 
its chief b t3Defits, yet during each year of the life of 
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the contract there is a definite income and guaranteed 
increases, or better, accretions, to the capital values. 
Roughly estimated, the income and the increase in values 
approximates the principal and income on a savings account 
compounded'at about four percent, and almost equals the 
result of bond investment that bears interest at four 
percent. (See Chart on previous page.) 
For the purpose of this chart, a personal in-
come insurance policy was taken, running for t v,· enty 
years and purchased on a discounted basis. But in making 
a comparison with bond values for the same amount of in-
vestment, it will be noted that the difference between 
the two, as far as net proceeds to the investor are con-
cerned, do not differ much more than $100. If we take 
into ac count possible depreciat ion in the value of the 
bond investment, or the fact t hat the bond loan va lues 
are only 80% of its face value, it will be noted that 
the insurance investment proceeds exceed the bond in-
vestment from about 15% the first year to about 5% the 
twentieth. Depreciation is an unknown quantity i n the 
insurance investment, but in bonds it is a factor that 
one has to keep in mind at all times. Liberty Bonds 
have dropped in value as much as 15%, and yet there is 
no type of bond that has hi gher respect and regard from 
the great army of investors. The unit of investment 
for this chart, and those that follow has been 1,000. or 
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as close to this sum as it is possible to come. (1) 
A contrast between the two methods of invest-
ment is clearly shown if we show the relative values 
of the investment in insurance with the same amount 
in bonds exclusive of dividends and interest. In chart 
2, there is indicated the great superiority of the 
insurance investment. Except for the first year, the 
guarante ed return to the investor by way of insurance 
investment excels that of the bond investment from 1% 
to 16%. 
. These guaranteed values are available to the 
investor at any time that he needs money, but in the 
case of bonds, it is seldom that the investor is able 
to borrow the full face value of the bonds, but rather, 
is obliged to be satisfied with about so% of the par 
value. In such a case the a ttract ion to the insurance 
investment should be even greater . Cash value plus 
(1) The figures from which these charts and graphs 
have been drawn come from the Home Life Insurance Com-
pany, through the courtesy of Mr . John B • .Neil, assis-
tant actuary, 256 Broadway, New York City. 
Following this section, are submitted the 
actual figures from which . the charts were made up. Mr. 
R. B. Thompson, gr aduate student in the school of archi-
tecture, Massachusetts Institute of T§chnology, prepar ed 
the charts from the figures given. 
Please refer to the figures given on page 170 
for data from which charts, pages 137, 139, 141, 144 , 
were drawn. 
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value of unearned premiums to gether form the cash r e-
serve available to the insurance i nv estor plus of course 
the dividends ilue for the year in whi ch the investor 
wishes to borrow. In the case of the bond, the face 
value plus the interest for the year is the amount avail-
able . Comparing the two investments, the investment in 
life insurance offers the invest or more accretion to 
his capital and with greater guarantee of safety. here-
as a decline in bond values makes the comparison between 
the two all the more striking since the bond is affected 
by declining values while the insurance inves tment con-
tinues on its upward climb appar ently unconcerned with 
the troubles of the bond. 
Measured in dollars t he advantage of the i nsur -
ance investment over the bond r anges from a few dollars 
in the beg iru1ing of the third year to more than six hun-
dred dollars in the twentieth year . Assuming that the 
interest and dividends are ~dthdrawn every year, the 
percentage increase in capital investment by way of in-
• 
surance is approximately sixt y-five percent, and guaran-
teed, whereas, the bond inves t or attempts to withdraw 
the amount of or igi ~1al investment, and is usually sa tis-
fied if he may do so without a loss. 
The following table shows policy proceeds and 
bond proceeds to t he beneficiari es of th e insured in the 
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event of death . It is expected of course that the in-
surance proceeds will exceed those from the bond, but 
the interesting phases of this comparison are the amounts 
of difference in the various years and also the strange 
curve that the policy proveeds take on the chart . Both 
are shown without accumulated interest or dividends, 
except for one years interest on the bonds whi ch we 
assume may be added to the proceeds from the sale of the 
bond itself . Difference in the proceeds range from 
over $900. the first year to about ¢400 . in the four-
teenth year, from which time the amount increases every 
year until maturity when it then pays an excess of 
more than $600 . In regard to the bond proceeds, we 
assume that the holder is able to realize the face 
amount. 
The strange curv e of the ' policy proceeds ' 
is accounted for by the fact t hat it is made up of the 
guaranteed death values plus the unearned premiums. 
These decrease every year during the life of the con-
tract, but it is not until the fifteenth year th~t the 
unearned premiums become less than the a ccumulated 
cash reseYve. Reserve accumulations exceeding the un-
earned premiums increase the amount available on t he 
policy and thus the chart shows an upward trend. The 
unearned premiwns are those received by the company in 
. 
advance of the date they are due, as \~Uld be the case 
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when one makes a net single deposit at the time h e t ak es 
out the policy in payment of all premiums due for the 
life time of the contract. Since insurance co~panies 
allow discount at the rate of 4~% for the first ten y ears 
and 4% thereafter, considerable savin£S can be made by 
the insured by paying al l premiums in advance. In this 
case the annual premium on personal income i nsuracne 
commencing at age 35 and maturing at age 55 is $74.16 
for each thousand dollars . Twenty years would mean 
~:1 ,453 .20 in premiums . Discount ing entails a cost of 
only ()1, 017.03. Savings to tll~ insured vvo uld be, t h ere-
fore, $466.17 or a savines each year of ~23.::51., excluE 
siva of all calcula tions with interest or its compound. 
One point that has not been brought out is 
a cooparison of the proceeds inclusive of interest or 
dividdnds in the ev ent of death. I n the chart that 
follows we show the relative values over a twenty yea r 
period for both the policy on a discounted basis and the 
bond inclusive of interest . We note to what degree, the 
policy proceeds exceed the bond up to the thirteenth year, 
and how after that time , the two maintain a ~parative fy 
even rat io until maturity) with the policy proceeds slight-
ly less than that from the bond . The differenc e is about 
~1~0., but the difference at the beginning or from the 
f irst year to the thirt e e:nth rang es fr oo about :~;900 a t 
the beginning to a few dollars at the thirteenth year. 
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The int erest i nr conr-Jc.r ison of values in the 
charts eiven on the pr eceding par es are all based on 
the Personal I ncor.1 e Contract of the Home Life I nsuranc e 
Co r:1pany of New York , maturinf at a ge 55 and runni ng for 
a period of t wenty years, or from the time the insured 
is age 35 . The face of the policy i n every case is 
.. ~l, COO. , and premi ums discounted amount to $1, 01 6 . 03 . 
This policy provides a monthly i ncome of 010., the guar -
antee l a s ting f or ten years certain but mot l ess than 
the life time of the insured . There is a $10 . income 
guarantee for each ~1,000 . of i nsurance . The i nsured 
may take hi s dividends in ca sh each year that they are 
declared, or reduce his annual premium with them . He 
may leave them with his company for accumul a t i on at 
compound i nterest of not less than 3~~ . or he may pur -
~hase certai n additional i nsur anc e . I n the event of 
the death of the i nsured, the incon e payments as s tip-
ula t ed in the contract are euaranteed f or ten years 
certai n. 
Cash value of the contract, as may be surmi sed 
fr om t he char ts, is unusually high , and strange as it 
a ppears, the cash value exceeds the face of th e cont ract 
several years before maturity . Therefore one may with-
draw or borrow on this type of policy in cash more than 
t he face amount of the policy. This is due to the 
1 45. 
that "the cash value at maturity is fixed by the amount 
of cash re~uired at that time to purchase the monthly 
income guaranteed under the contract." In the policy 
we have selected, the cash value of the personal income 
policy exceeds the face amount in the fifteenth year. 
The type of bond selected for comparative pur-
poses is that in which the principal and income are 
guaranteed by the best sources possible, so that' the 
computations during the period of twenty years may be 
calculated on the same basis as though the money were 
in a savings bank a.t four percent interest comp ounded 
annually. It is assumed that the interest payments on 
the bond give the same yield as the return from a like 
amount in the savings institution. 
Charts are dravn1 with the idea of comparing 
in graphic fashion the advantages of the respective plans. 
They are both based on the twenty year period: each 
year represented by a horizontal s~uare, while the 
dollar values are shown vertically. The charts show 
how much in excess is the cash or borrowing power of 
one plan over the other when interest and dividends are 
included or when excluded. Bond values are shown twice, 
although in the last two charts, the separate values are 
given on two charts. One line represents the bond value 
at par, and the other at so% of par, assuming that loan 
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privilege does not extend beyond that limit . Too much 
is not taken f or granted in this assumption, for it is 
a fortunate bondholder who can count on 100% par value 
and so% borrowing value . Although we admit that we 
assume on this fact, we do know that the hi ghest grade 
of bonds have fluctuated in value sometimes as much as 
thirty-five percent from par, and that Liberty Bonds 
have under unusual circumstances dropped in mark et value 
more than 15%. Nor have we taken into account the eff ect 
on the sale of bonds of brokerage fees and other inci -
dental exp enses. We believe,that in estimating the 
bond to maintain a par value and retain an ei ghty per-
c~nt borrowing value, that we are conservative with 
our figures of comparison. 
Reviewing the charts as a whole we note t he 
credit possibilities of the insurance investment . The 
$1,000 . contract paid-up by a net single deposit has 
at the outset a cash reserve almost equal the fac e of 
the contract, and that long before i t s maturity its 
cash reserve is in excess of the guaranteed face of the 
contract , which is especially true when dividends are 
allowed to accumulate with the company . Such a policy 
is attracti~e to a creditor in granting a loan because 
he would never have to trouble himself about premium 
payments. or conc ern himself with possibility that the 
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policy may be defaulted because of premium diff iculties . 
During the life of the loan, the creditor would be amply 
protected agains t the death of the insured and agains t 
the vexation, delay and possib l e litigation in pres sing 
the obligation for paym~1t. 
Banks have come to accept such policies without 
question since there is always a market for them and be-
cause they are fully prot ect ed. Should the bank be fo rced 
to call such a loan, they could offer it to the insurance 
company and receive lOOfo on their loan. If they ha d ad-
vanced t he full face amount of the policy, they would be 
c ertain of receiving back, not less than ?5% of its f ace 
value, with the assurance that the remaining 25% would 
be returned at maturity . (It i s not the practice of banks 
to grant such loans, but it is not an unco nmon procedure 
on the part of creditors who are friends of the i nsured .) 
Bonds on the other hand offer no assurance that 
there will always be a steady market to absorb them at 
par, and usually v•hen they are traded at a figure below 
par, it is a question of how long they must be held before 
reaching par, or how much the loss wil l be should they 
be sold under pressure . A loan of ?5% on bonds to the 
holders thereof, does not mean there is a 25% margin 
of safety for the creditors. When bonds drop in va lue, 
the majority of all other securities dro 9 in value, and 
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a call by the creditor to the debtor for more collateral 
to cover a loan may mean that under depreciated security 
values the debtor cannot offer enough sound collateral 
to fill the deficit between cash loan and depreciated 
bond values. Consequently, the bond plan of investment 
under such circumstances causes a loss to both debtor and 
creditor. 
So far, we have shown that life insurance can 
compare favorably with other forms of investment such as 
the bond or the savings account. Wealth invested in life 
insurance is safeguarded by the judicious investments 
that insurance companies make, and at the same time the 
insured conserves for himself an additional source of 
credit available in the event of need. An investment in 
corporation bonds or in savings accounts does not provide 
these benefits in the degree found in life insurance investment 
Therefore, life insurance participation is more than the 
transfer of risk of premature death to the shoulders of 
those who are prepared to shoulder the responsibility. It 
is an investment of wealth in a field that specializes 
in the problem of investment and wealth conservation. 
In making a choice between the various con-
tracts offered by life insurance companiew, an individual 
is confronted with the question as to his use for life 
insurance and also as to his future plans. Should he 
choose the most popular form of insurance, that is the 
straight life policy in a mutual company, he eliminates 
worry from his mind in respect to the welfare of his 
family, and he can through the accumulations of cash 
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reserve and dividends, compounded, as provided in his 
policies, mature them at an earlier date than called 
for in the contract. Thus he can take care of himself 
amply should he desire to add to his retirement fund 
or be protected in the event of disability that prevents 
him from further work. There !s an uncertainty about 
the future that makes the normal man wish for insuran-
ce. He protects what he has accumulated, adds to his 
thrift, guards his family and dependents, and at the 
same time contemplat es his own needs for the time when 
he ceases work . 
It would seem as though the life insurance 
policy were an ideal investment . Having the principal 
guarant eed for safety by the entire ass ets of the in-
surance corporation is a type of protection that bonds, 
stocks and other securities do not usually possess. 
Bonds will be secured by property, buildings or fixtures, 
or similar assets depending on the nature of the bond, 
while stocks represent an equity only in the earnings 
and in assets remaining after all other obligations have 
been settled, although their quality, too, depends much 
on the terms printed on thestock certificate. 
Income to the insurance investor is known to 
appear with unceasing regularity. This remarkable feature 
is t he accepted procedure with insurance, but it is an 
almost unheard achievement tn regard to stocks or ·bnnds· 
150. 
Another advantage to the investor is the absolute lack 
of care or worry in regard to the investment, either 
as to the business condition of the country, or the 
pressure of time required for stock management. ~·urther­
more, the accumulation of cash reserve and dividends 
as provided for under the insurance contract, are suf-
ficient to mature the policy as an endowment in a com-
paratively few years, which gives the family insurance 
protection and at the same time provides assurance that 
t he insured will be taken care of when ready to retire 
from business, ow when obliged to retire from business. 
So far in our discussion We have treated only 
the advantages of the personal income contract on a 
basis of twenty years. To show that investment possibil-
ities of life insurance exist in other forms of contracts, 
we will consider the ten-year endowment. A time limit 
has been set up in nearly every case under consideration 
because the time element plays an important role with 
a+l investments. By specifying the number of years in 
both cases, the bond and the insurance, we have a common 
ground upon which to build comparisons. 
Since the investment in bonds is usually an 
outright purchase, the treatment of the ten-year endow-
ment in this case will be from the view point of a 
single deposit to cover all premiums, or the net single 
premium on a discounted basis at the time the contract 
is purchased. 
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~en-year endowments require at ~ age~ 35 an 
initial deposit of approximately ~8,100.00, taking as 
a rate the average of fourteen well known companies. !1) 
At maturity of the policy, there is paid in cash, ac-
cording to the terms, i lO,OOO.OO, and in addition, it 
also pays about ~2,000. 00 in accumulated dividends. 
!Assuming that the dividends have been left with the 
company to accumulate.) Total disbursement by the com-
pany is about ~12,000.00, with a gross gain to the in-
sured of about ~3,900, or the difference between the 
cost of , 8,100. and gross receipt~ of $12,000. Per-
centage in gain to the insured in cash receipts over 
payments for the ten year period is about 47~. 
Gain in the above instance is almost identical 
with the gain by way of bond investment at 4~ or by way 
of the savings bank when the interest is compounded at 
4~ annually. But throughout the life of the insurance 
contract there are advantages that other investments 
do not have. In the event of death, the insurance plan 
matures and the benefits are received as though the 
life terms of the contract haa been fulfilled. In case 
of permanent disability, the insurance can provide a 
life income to the insured, even though the term of 
the contract calls for but ten years. If one year elap-
ses, the benefits from the insurance exceed by several 
thousand dollars the benefits from the other two plans. 
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At the expiration of the tenth year, the cash return 
equals either of the other two methods, yet it ha d the 
benefi t during the ten years of positive guarantees 
in the event of disability. 
In glancing at the chart we note how close 
are two values. The savings account computed at com-
pound interest barely exceeds the policy 1 s cash value 
and dividends, and we note in the chart by what excess 
the savings account compounded is surpassed by the face 
value of the policy plus accumulated dividends. A re-
markable thing about these lines representing values is 
their tendency to converge at the expiration of the ten 
year period. · In regard to the chart at the top of the 
page, it is taken for granted without explanation that 
the percent return on money invested in the event of 
death will be greatly in favor of the insurance plan of 
investment. 
Our chart brings to mind, although it does 
not bear out the statement, that in comparing the two 
methods of investment, there is an advantage on the side 
of insurance entirely lacking with bond investment. Dur-
ing per iods of business depression~ when industrial com-
panies find it hard sledding in merchandising their goods, 
(1} John P. Davies, "An Insured Investment", pages 
99, 100, 106, published 1930, For figures supporting 
these charts, please see appendix. 
. Char t s a s p r e s ent ed on pages 152 , and 158 ar e 
t a ken fr om his b ook . For support ing data pl ease refe r 
t o a pp endi x page s 171-174 i nclusive. 
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there is no easing up of their obligations on bonds, 
notes or stock, unless in the certificate the company 
is given the option of changing the obligation. Where-
as in the case of the insurance company, a business de-
pression may mean a decrease in the amount of insurance 
written or a falling off of the premiums, but in both 
instances, this condition means a lessening of the ob-
ligation of the company and less liability on their 
books. Consequently the safety of funds through insur-
ance channels remains consistently safe in periods of 
good business or bad. But in the case of commercial 
enterprises, bad business means less resources to fall 
back upon to meet obligations, and less assurance that 
interest payments will be made periodically until the 
expiration of the contract. 
Borrowing power of the insurance, according 
to the figures, is greater at maturity of the contract 
than it is under the bond plan of investment. Cash 
value plus accumulated dividends at the end of the ten 
year period amounts to $12,039.60 whereas the bond or 
savings account, with the same initial investment, reaches 
a total of $12,000.00. The exact figures for this 
comparison are shown in the appendix. 
If principal sums are left by the beneficiary 
ovmers to produce annual interest income, the amount 
1 55. 
would be: (2) 
Year of Death 
Endowment Bond - 4.85% 
(present rate) 
Compound Int. Acct. C 4% 
1st year 5th 
. 492~21 $526.44 
337.30 394.71 
Greater Income from Insurance.$154.91 $131.73 
if 
lOth 
$583.92 
480.00 . 
$103.92 
Therefore from these figures, the appreciation 
in principal plus the dividend accumulation and invest-
ment under the insurance plan are left by the beneficiary 
owners for income purposes, the insurance beneficiaries 
would receive in any year more than under the savings 
bank plan at four percent compounded annually or that 
of the bond investment paying four percent annually. In 
making the above comparison, we recognize the fact that 
the increase under the savings plan is pure interest 
while under the insurance plan, the gain is a combination 
of dividend and guaranteed increment in principal value. 
The excess in favor of the insurance investment in the 
first year would be about $154., in the ~ifth year about 
$131. and in the tenth about ~103. 
In regard to the interest rates as used, Mr. 
Davies makes the following comment: "Note:- Looking upon 
the contract as a whole, in which the element of insur-
ance protection has real value, it is perfectly proper 
to state that the actual rate of return is the rate used 
by the issuing company in its dividend saale. In the 
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above illustration the investment is actually improved 
at 5%. The difference covers expense and mortality.". ( 2) 
The comparisons made so far between the fields 
of investment have been drawn for the most part on the 
assumption that the insured, or the investor, whichever 
the case may be, lives to the maturity of the contract. 
Assuming that death intervenes prematurely, the percent 
return on investment through insurance is much higher 
than in the other field of investment, ranging from a 
maximum of twenty-five percent the first year to about 
four percent in the tenth and final year. Uning the 
outright purchase plan of investment, the gain to the 
insured•s beneficiaries in the first year of the con-
tract would be about , 1,900 and in the tenth almost 
$4,000. On the other plan there would be no gain ex-
cept the accumulated interest. No allowance is being 
made for the savings to the beneficiary from Federal 
and state taxes and other expenses incidental thereto. 
No estimate can be made as to a possible loss in the 
case bonds are sold at a forced sale due to the need 
of funds at the time of the investor•s death. 
The above comparison is drawn from a plan where 
the insurance is purchased on the basis of a net single 
premium. But if we consider life insurance on the basis 
( 2) Ibid. 
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of installment payments, the gain to the beneficiaries 
of the insured is accentuated. Referring to the chart 
we note that the gain to the beneficiaries or to the 
estate in event of the insured's death in the first year, 
is more than 1,9lo%over and above what would be gained 
from the savings account. As the policy grows older 
and approaches maturity, the gain to the be~eficiary 
is naturally smaller each year, but on a twenty year 
policy, the advantage is never less than forty-one per-
cent. The ordinary savings account increases in value 
from four percent the first year over and above the 
actual amount of deposit to about fifty-five percent 
the twentieth year. (3) 
Meeting premium payments on insurance by way 
of installment for any given number of years is easy 
to accomplish if a person has a legacy, even though 
limited, that provides sufficient income for the re-
quired premium deposits. Of if the legacy is large 
enough, he may use the income from it for this purpose. 
This · is the principle applied in the investment trust, 
the income from which is used to take care of the yearly 
premiums. In most cases, however, such resources are 
not available and the insured is obliged to pay for 
insurance out of his earnings, or the payments are met 
by those who have a financia'! interest in the insured. 
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Young college men fall in this class. Their earnings 
will not commence until after they have completed t heir 
training and have established themselves in business. 
1n such cases it has been found wise to procure policies 
that provide the maximum protection at the least cost. 
Two ways are open to the insured. 
'l'he first is to obtain term insurance at a 
cost of about one-half theordinary cost of straight life 
insurance, and the second way, is to take the regular 
life insurance contract. 
Under the first plan he forfeits several de-
sirable features. Protection is given only for a limited 
number of years, ·and at the expiration of the time limit, 
he has to again apply for insurance, at his then attained 
age, and with a new physical examination. .l!1urthermore, 
he builds up no reserve in his policy, and is handicapped 
to the extent that he would have had savings under the 
life plan. ~his plan limits his credit and his resources, 
although it is true that if the insured is resolute and 
determined he may accumulate each year in a savings fund 
the difference between the two rates and at the maturity 
of the contract have as much as, or more in cash, than 
under the insurance plan. 
By using the second method, he receives insur-
ance protection as long as his policy is in force, and 
during his life he undergoes a form of saving to keep 
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up his insurance, while the induc ement for saving be-
comes greater each year that the accumulated cash reserve 
graws. ll1inancial results to the i nsured , as indicated 
by the charts, are satisfactorily large and compare very 
favorably with the savi~gs plan. 'l' hese cash reserve ~ 
are available as loans at all times, and their importance 
i s appreciated only wh en the market for other securii ies 
b ecomes negligib le. 
f he ordinary life insurance policy provides 
certain privileges that are of value to those who knJw 
of them. .ll;xt ended insurance, or similar protection 
for a contracted number of years and days is ava ilable 
even though the premiums · on the policy may be defaulJ ed. 
~xtension under this plan is determined by the age and 
value of the policy at the time of default. The priJ i-
lege of paid-up insurance, or limited protection under 
the same terms of the contract for the remainder of 1 he 
period as ~ecified in the policy, which in a life policy, 
would be until the death of the insured. Some cont:J;'acts 
provide a convertibll.:i1U clause which allows the insured 
to change over his policy to some form morefavorable 
to his wants. But the privilege is hardly ever exercised 
since it means a higher premium each year, and the pay-
ment of the difference in premiums with interest to the 
insurance company for each year that the option remains 
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open. 
Among the other benefit-s from insurance from 
an investor's point of vievl" is the option that can be [ 
I 
exercised in regard to double indemnity or the payment 
of twice the face of the contract in the event of acci-
dental death. Another advantage is the insertion of [ 
the disability clause that provides a guaranteed month-
1 
ly income to the insured as long as he lives i f t he 
accident disable s him permanently and prevents him from 
working. The income is usually one percent of the face 
of the policy and this resource is available either as 
long as he lives or as long as the disability lasts. 
While disabled the insured may, if he so contemplated 
at the time the contract was written, waive the premiums 
on the insur ance. In this way the installment payment s 
are taken care of just as if the insured paid them, with-
out affecting the benefits his family are to receive 
by the insurance. 
Investing has been a means for accumulating 
wealth that could be used to meet future obligations, 
or upon the strength of which one could retire from acitve 
business. Resort is made to this field after paying 
living expenses, and the support of dependents, so t J at 
in retiring, the individual may have enough wealth to 
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care for his personal and family needs. 
Under ordinary conditions, the worker runs 
the risk of termination to his savings plan or estate 
building plan by his premature death, or by an unfor-
tunate accident that disables him for life and which 
cuts off his earnings just as completely as if he had 
died. Some times his estate plan is disrupted by his 
forced retirement from business or his replacement by 
younger and more energetic workers. The occurrence of 
any of these events emphasises much more the pressing 
I need of a savings fund. The ordinary sav1ngs plan can 
not be satisfactory for the employees who run great 
risks ~~ the performance of their duties. This applies 
to the electrician, the construction worker, to thosJ 
in the medical profession and to many others who face 
danger everyday. An attempt to solve the problem by an 
invesemtnet that promises large returns is not satis j 
factory because the net result can be loss as well as 
gain. Those who run the great risks are further handi-
capped by the fact that they can not choose and select 
the wisest investments for their needs, unless they take 
the most conservative and certain method through insur-
ance. But unfortunately, insurance means saving, and 
to save one must have the impulse to start, which in it-
self is a difficult matter, and one must have the determi-
nation to continue the savings for a long period of time. 
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Persistency of this nature is a personal characteristic 
that few people possess. 
Much has been done by insurance company life 
agents . in overcoming the reluctance of the wage earner 
to save a part of his income. By the sale of insurance 
they have aroused the desire to save and create, and 
then the company by its periodic notices of payments due 
has strengthened the original resolution of the insured 
to continue the accumulations. 
Those who must prepar e for retirement or an-
ticipate future emergencies with only a limited income, 
find the life insurance investment to have advantages 
that no other form of investment can offer. With the 
idea of making the plan as practical as possible, and 
as attractive as possible to draw in the vast multitude 
of wage earners, the United States Government has taken 
a hand, as have also many mutua l insurance companies. 
Among the savings plans through insurance offered to the 
limited income earners are "Insurance with Life Income 
at Sixty-five", "Pension Insurance", and "Endowment at 
Sixty-five". They combine the savings appeal with the 
advantages of insurance protection. Guarantees under 
the contract provide that at a definite future date a 
predetermined monthly income shall be pa id to the insur-
ed as long as he lives. The amount of the income is es-
timated on the basis of whatever income under ordinary 
conditions will be sufficient to take care of the li·vi~g 
expenses of the insured. 
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Under the "Salary Savings Insurance" (3) the 
premiums to be paid are deducted from the salary, and 
calcuaated on a monthly basis. The plan is comprehensive 
enough to allow insurance to the applicant up to the 
amount of $10,000. S~lary savings insurance enjoys 
great popularity and there are now enough participants 
to permit insurance companies to offer the contract with 
a "non-medical"feature. This is extremely important to 
many individuals who may have applied for insurance only 
to find that through the ordinary channels they were un-
insurable, or of a substandard risk. Therefore, under 
• this plan, they can obtain insurance without paying an 
extra premium for their substandard risk, and at the same 
time, the cost of their insurance excludes the medical 
fees that accompany any insurance application. 
Benefits of insurance to employees are many, 
but there are benefits to the employer also. The small 
business man no longer need worry about the care and 
support of old and valuable employees who have outlived 
their economic usefulness to the .buainess concern. 'l'o 
the large concern there is none of the expense attached 
to the pensioning of employees who have completed their 
span of usefulness to the organization. 
(3) Ingalls Kimball, Director of Group Annuities, 
Metropolitan Life Insurance Company, "Industrial Retire-
ment Plans", published in Spectator 1mgazine, page 19, 
September 17, 1931. Also "Salary Savings Insurance" by 
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It saves the drain on the cash resources of business 
enterprises when this kind of obligation is placed in 
hands of insurance companies who are organized for the 
purpose of caring for the emergency needs of people. It 
provides a degree of satisfaction to both employer and 
employee when they are certain that the requirements for 
pensions have been taken care of and are fully guaranteed 
as to performance. ~his factor is in addition to the 
solution of the vexing problem of taking care of the 
family of the insured in the event of his death or per-
manent disability, since the insurance policy provides 
relief in both instances. 
(3) (Con't.) Hichard L. Place, Aetna Life Insur-
ance Company, as printed in the "Modern Insurance Ten-
dencies" of "The Annals", Volume CXXX, march 1927, pub-
lished by the American Academy of Political and Social 
Science. 
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4. Conclusion. 
From the facts presented in the preceding 
pages, we have shown the need of a proper outlet for 
accumulated wealth, and in what manner life insurance 
answers this need. 
The need of a proper outlet may be consider-
ed from two points of view. One, the point of view 
of the wealthy and those who have accrunulated wealth 
as to the best method for conserving their wealth so 
as to guarantee the safety of their principal and pro-
vide a reasonable and satisfactory income from the 
investment of the capital funds. The second outlook 
is that of the poor and the limited wage earner who 
seldom sees beyond his ovm immediate needs. It is 
important that this second group have a means for the 
safe accumulation of a surplus fund, and it is desirable 
to society that they be thrifty and add to the commer-
cial activity of the world. In this way they i mprove 
themselves and their group. 
Life insurance answers the need · o~ a proper 
outlet for accumulated wealth by being the instrument 
for sound investment that is available to the rich as 
well as to the poor. In perpetuating life values, life 
insurance acts as an investment for the beneficiaries 
of the insured, and as an investment for the insured himself. 
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By investing in life insurance, a person has 
the assurance that not only is the principal conserved 
but also that he will enjoy an income that is not affect-
ed by the conditions that ordinarily impair investments. 
Other qualities of desirable investment s are found in 
the life insurance investment including the enhancement 
of capital funds, marketability of the policy as collat-
eral, sound support for credit operations, tax exemptions, 
acceptable duratiom and acceptable denomination. 
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APPENDIX. 
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Personal Income at 55. (1) 
Age of Insured 35. 
Face of Policy - $1,000.00 - Annual Premiums. - $74.16 
Cost to pay all premiums in advance discounted at 4t% first ten years 
4% thereafter, $1,016.03 
End 
of 
Year. 
lst 
2nd 
3rd 
4th 
5th 
6th 
7th 
8th 
9th 
lOth 
11th 
12th 
13th 
14th 
15th 
16th 
17th . 
18th 
19th 
20th 
( 1) 
Estimated Estimat ed Estimated Cash Value Death Value 
yearly dividends dividends plus value plus value 
dividend. Accumu1atr Accumulat- of Unearn- of unearned 
ed without ed with ed Premiums. Premiums. 
interest. Interest. 
$ 7.18 $ 7.18 $ 7.18 $ 984.25 $ 1984.25 
7.87 15.05 15.38 1052.26 1951.05 
8.60 23.65 24.67 1078.94 1916.35 
9.35 33.00 35.13 1108.85 1880.09 
10.13 43.13 46.84 1139.52 1843.20 
10.94 54.07 59.90 1168.51 1802.60 
11.78 65.85 74.38 1200.84 1761.22 
12.65 78.50 90.38 1234.09 1717.97 
13.56 92.06 108.01 1268.30 1672.79 
14.50 106.56 127.37 1303.42 1625.56 
15.48 122.04 148.58 1334.47 1573.46 
16.50 138.54 ' 17~.77 1366.85 1519.27 
17.56 156.10 197.06 1400.66 1462.92 
18.67 174.77 224.60 1435.65 1435.65 
20.17 194.94 254.88 1471.11 1471.11 
2l.'Zl 216.65 288.07 1507.03 1507.03 
23.30 239.95 324.33 1543.39 1543.39 
24.94 264.89 363.87 1580.17 1580.17 
26.62 291.51 406.87 1617.38 1617.38 
28.36 319.87 453.55 1655.00 1655.00 
Uividends used in this illustration are based on our 
present scale and are not guaranteed. 
Lif e l nsurance 
New York City. 
and 144 . 
From data furnished the writer by the Home 
uompany of New Y. ork, Home Office, 256 3r oadway, 
For charts, please refer to pages 137, 139, 141, 
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AN INSURED INVESTMENT. 
Results from making a single deposit of $8,108.30 for purchase 
of a $10,000. "Callable Sinking-Fund Bond" 
(10 year Endowment Form. Co. A) 
Compared to results from deposit of ~he same amount compounded 
at 4% interest annualy during ten years.-
Age of Investor vmen deposit is made, 35. 
- - - - - - - - - - - - - - - - - - - - - - -
10 year Endowment Form. Go. A. 
Face of Bond 
plus accum. 
dividends.* 
Year. Amount. 
1st. $10,148.60 
2nd 10,307.70 
3rd 10,478.00 
4th 10,659.70 
tith 10,854.40 
6th 11,061.90 
7th 11,283.40 
8th 11,519.60 
9th 11,771.40 
If death occurs. 
Increase in 
Investment. 
% 
25.2 
27.1 
29.2 
31.5 
33.9 
36.4 
39.2 
42.0 
45.2 
Rate of Interest. Cash Value 
plus accum. 
% dividends. 
25 $ 7,645.20 
12.7 8,168.30 
9.0 8,660.50 
7.0 9,072.80 
6.0 9,506.90 
5.3 9,963.30 
4.8 10,443.40 
4.5 10,948.50 
4.2 11,480.10 lOth l2,039.60(a) )48.5 4.07 12,039.60 
End of Depo~it 
Year. e.t 4% 
Interest. 
1st. $ 8,432.53 
2nd 8,773.07 
3rd 9,121.73 
4th 9,486.59 
5th 9,867.68 
6th 10,256.87 
7th 10,670.39 
8th 11,100.13 
9th 11,537.97 
lOth 12,000,10 
4% Compound Interest. 
Increase in 
Investment. ** 
4.0 % 
8.2 
12.5 
17.0 
21.7 
26.5 
31.6 
36.9 
42.3 
48.0 
At Compound Interest. 
4.0 % 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
*Annual dividends ~re left to accumulate at 5% compound interest. 
** Approximate · 
(e.) This is the value which may be withdre.vm by the depositor, 
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if alive at the end of 10 years. 
(b) If the depositor wishes during any year to begin 
receiving an annual interes t income from both inv.estments, 
rather than let the intere s t accumulate until the lOth 
year, the income from the endowment "Bond" will be con sid-
erably in excess of the other, varying from about $45.00 
more, if withdrawals are begun at the end of the first 
year, to about $95.00 more, if begun at the end of the 
9th year. 
If principal sums are left by the Beneficiary 
owners to produce annual interest income the amount would 
be: 
Year of Death 
Endowment Bond 4.85%(present rate. 
Co mpound Interest acouunt - 4% 
Greater income from bond. 
1st 
$492.21 
337.30 
~154.91 
5th 
$526.44 
394.71 
$131.73 
lOth 
$583.92 
480.00 
$103.92 
Note:- Looking upon the contract as a whole, in which 
the element of insurance protection has real value, it 
is perfectly properto state tha t the actual rate of re-
turn is the rate used by the issuing company in its divi-
dend scale. ln the able illustration, the inve s tment is 
actually improved at 5%. The difference crovers exp ense 
and mort a lity. (1) 
( 1 ). John. P. Davies, "An Insured Investment", pages 
99 , 100, 106, published 1930. For charts as taken from 
thi s text, please refer to page s 152 and 158 , of this thesis. 
Except for the footnote, p~ges 170-174 i nclusive 
are taken from the above publication. 
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AN I NSURED INVES TMENT. 
Annua l deposits in a $10,000, ."Callable Sinking-Fund Bond" 
( 20 year l:!:ndowment :&-rorm) Company A. 
Compared to results if same deposit were compounded annua l-
ly at 4%. 
20-year .i!.:ndowment form of Bond. 
.i!.:nd of 
year. 
Dividends 
accumulat-
ed at 51o 
intere s t 
Cash Surrender Gash Value Amount 
Value. plus Accum. 
Dividends. 
ra in-
crease 
Invest. 
Capital. 
1st 
5th 
lOth 
15th 
20th 
71.50 
460.62 1857.10 
4074.50 
6740.00 
$ 71.50 $10071.50 
2317.72 
5301.87 
9145.9ib 
10460.62 
11227.37 
1910 
318 
1,227.37 
2,405.91 
4,159.45 
124 
End of 
Year 
1st 
5th 
lOth 
15th 
20th 
Total de-
posits. 
$ 501.10 
2505.50 
5011.00 
7516.50 
10022.00 
10,000.00 
Savings Bank. 
Deposits 
Accumulated 
at 4ji'o Int. 
$ 521.14 
2821.19 
6258.71 
10437.91 
15519.07 
14159.45 
12~05.91 
14159.45 
Perce:p.t 
Increase 
of Invest-
ed Capital. 
4 'fo 
13 
25 
39 
55 
(Illustrates why life insurance is sometimes described as 
"Banking with Reverse English") All illustrative dividends 
are based on the 1929 scale. Investment completed with 
20th depo s it. 
Percent Return on Investment 
In case of Death. 
The above tables and att a ched graph show the 
.i!.:ndowment "Bond" producing a higher return up to the 
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65 
41. 
• 
18th year in the event the depositor should not live, 
varying from 1880 percent higher in the 1st year down 
to the same return in the 18th year. After the 18th 
year the savings bank return is slightly hgiher. '11his 
difference represents what has been paid for the gua ran-
teed higher return on the "Bond" if the owner does not 
live to complete this investment, as well as the great-
er safety of the life insurance contract. If both in-
vestments are left by the Beneficiary owners to produce 
incomes from interest earning s, the annual income from 
the ~ndowment "Bond" will exceed the other. Some exam-
ples follow: 
Year of Death 1st year lOth 20th 
l!;ndowment "Bond" at 4.85 1o present rate$488.47 ;w544.54 $686.73 
Savings Bank Investment at 4~ 20.85 250.35 620.76 
Greater lncome from "Bond" $467.62 ' 294.18 ~ 55;97 
Comparative annual returns at endof twentieth year. 
If the depositor lives, he will ovm his "bond" 
outright in 26 yea~s. If both investments are left un-
disturbed to earn interes t, the annual income from t he 
Bond type of insured investme.nt is somewhat larger than 
the other, in addition to the c onveneicne of monthly, 
quar t erly or semi-annual interest payments, and greater 
degree of safety. · 
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